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Sitting on a Plateau 


“Moderation” and “stability” are words of growing im- 
portance in the vocabulary of analysts of the business scene. 
For it seems we are sitting on a slightly ascending plateau, 
with changes in the defense and civilian sectors of the economy 
continuing to pretty much balance out. And if this condi- 
tion perseveres—as it already has for many months—it may 
make possible a much smoother change-over when the time 
comes to cut down on defense production. Two widely 
divergent views are held on this matter of what will happen 
when the defense boom wanes. The two arguments are care- 
fully built up in this month’s Business Highlights and then 
torn to pieces. For the conclusion arrived at, turn the page 
and read to the very end of the article. 


Who Wants Money? 


We are about to be “squeezed”—or perhaps by the time 
this is being read the squeeze will already be on. Folks in 
Wall Street talk about a squeeze when people are trying 
to borrow more money than is readily available. But more 
than the people in Wall Street are now being—or will soon 
be—squeezed, mainly because of those taxes on corporate 
income. That is because the taxes are higher than they were, 
and more of them have to be paid in the first half of the year. 


We shall have money-market problems even after the 
March and June squeezes. The Treasury will presumably be 
looking for ten or more billions of dollars. Where will it 
find this tidy sum? How much will it “monetize” through 
placement in the portfolios of the banks? The factors in 
this potentially inflationary situation are discussed in 
“Financial Notes and Footnotes” on page 102. 


e e @ 
Rating CMP 


Although some companies have been unable to “cash in” 
their CMP allotment tickets with suppliers, operations under 
CMP were reported improved by many companies in the 
fourth quarter of 1951 over the third quarter. Generally, 
however, materials are not much easier to obtain under CMP, 
nor have DO ratings improved their availability or delivery. 


Besides those in steel, copper and aluminum, shortages are 
also reported in nickel, lead, tin and zinc, and in electrical 


81 


equipment and machine tools. No appreciable easing is 
expected within the next six to nine months. 


The experiences of 132 manufacturing companies under 
CMP during the last half of 1951, and suggestions for the 
improvement of CMP, are reported in the current survey of 
business experience on pages 90-93 and 108-116. 


Buying According to the Season 


Changes in seasonal retail habits have occurred since the 
war. The shifts consumers have made in their seasonal buying 
from nondurable goods stores can largely be attributed to the 
postwar rise in the standard of living, to advertising, and to 
price shifts. As to their trading with durable goods retailers, 
it has been affected by a demand for many of the goods that 
has often exceeded the available supply. This demand back- 
log has tended to smooth the usual seasonal fluctuation in 
sales. 


There was some letup in shortages in 1951. However, re- 
armament needs are expected to bring about their reappear- 
ance this year. If this happens, will it have a more than 
temporary effect upon the existing seasonal pattern? Also, 
are the seasonal changes that have taken place among the 
nondurables to be considered as permanent ? 


This general problem of changing patterns in seasonal 
buying habits is treated beginning on page 94. 


When There’s Not Enough To Go Around 


With Europe rearming, and economic and military aid pro- 
grams biting into supply, world-wide allocation of key 
materials seemed a logical step. To this end the International 
Materials Conference was set up—something like the Com- 
bined Raw Materials Board of World War II, only this time 
involving more countries and fewer commodities (only four- 
teen, so far). IMC began in January, 1951, with its three 
sponsoring members, the United Kingdom, France and the 
United States, and now includes a total of twenty-eight 
cooperating countries. 

Since the conference has only an advisory capacity, what 
makes the allocations stick ? This is one of many answers to 
‘What Is the International Materials Conference ?”’ in a ques- 
tion-and-answer presentation which starts on page 87. 


Business Highlights 


WHEN DEFENSE TURNS DOWN 


The stretchout of procurement and the moderate history of the civilian 
sector over the past year are reshaping the longer-run outlook 


not yet found the uphill road that was forecast 

for it for 1952. The balance between defense 
and civilian business that emerged late in 1951 has 
persisted into the new year, and perhaps the best 
that can be said is that the balance is now less delicate. 
Civilian business is not slipping so fast as it did dur- 
ing the period of heavy inventory liquidation, and 
defense business is not rising so rapidly as it did in 
the summer and fall of 1951. 

Total production activity has shown no tendency 
to decline further from the plateau reached in the 
fall. But, too, there are no signs yet that it is build- 
ing up momentum to carry it to the high levels which 
only a few months ago seemed reasonable guesses for 
the middle of 1952. 

And despite the apparent over-all stability of busi- 
ness activity, prices have exhibited a new weakness 
throughout January and early February. Farm prices 
have worked their way irregularly downward; textiles, 
building materials, chemicals have fallen, as have 
wholesale food prices. 

Even the retail price level appears finally to have 
exhausted the upward momentum it developed in the 
fall of 1951. It seems probable now that the consumer 
price index has been stable in the new year, despite 
the rise of the rent component. The stock market, 
too, has lost, at least for the time, the renewed opti- 
mism about 1952 that carried industrial prices upward 
in December and early January. 


Bw: ESS THUS FAR in the first quarter has 


NEW CONSERVATISM 


The sharp moderation of expectations about the first 
part of 1952 that occurred in December (see Desk 
Sheets, December 15 and 29) has continued into the 
new year. It is noteworthy that this new conserva- 
tism was almost entirely unaffected by the President’s 
budget request, which set a spending figure that was 
more or less expected anyway. The course of spending 
on direct defense—which accounts for about 60% of 
the total fiscal 1953 budget and almost all of the 
change from the fiscal 1952 budget—was set long 
before any detailed budget work began. And apart 
from rather perfunctory exclamations of dismay over 
the size of the total spending figure, attention was 
directed as much to the $10-billion decline in re- 
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quested new obligational authority as to the $15-billion 
rise in proposed expenditures. 

Whatever inflationary impact the budget message 
may have had has apparently been fully offset by 
calmer news from other quarters. In the past few 
months the aircraft procurement program has been 
rescheduled for a lower peak and a longer plateau, 
with a resulting downward shift in program needs for 
aluminum, machine tools and labor. In the main, 
this change represents a reduction in goals to more 
attainable levels rather than any significant reduction 
in probable defense deliveries and spending in 1952. 
However, it has apparently taken some of the urgency 
out of the aluminum supply picture. 

Most steel items, too, are reported to be in easier 
supply, even though inventories of durable goods 
manufacturers have been continuing steadily upward. 
Supplies of all building materials, except for some 
copper and brass-mill products, are abundant. At the 
beginning of the new year, inventories in the hands of 
nondurables manufacturers were certainly ample, if 
not excessive. 


THE CIVILIAN COUNTS 


And there have recently been several important 
indications that the civilian sector’s welfare remains 
an important determinant of the rate of military ex- 
penditure. Witness the refunds of aluminum to the 
civilian sector for the second quarter, which will per- 
mit an output rate for automobiles perhaps only 
slightly lower than the first-quarter rate. Witness 
also the shift of emphasis, in allotments of metals, 
from the “essentiality” of the product to the “equity” 
of maintaining reasonable output levels in nondefense 
industry. Also witness efforts to direct defense spend- 
ing (through flexibility in acceptance of bids on goy- 
ernment contracts) toward small business and toward 
areas with unemployment problems.! 


_ ‘This latter example of solicitude for the civilian sector can be 
interpreted as an effort to integrate the defense program with full- 
employment policy. The added cost involved is not properly charge- 
able to defense, since the unemployment which the policy is designed 
to relieve is not yet in any real sense the result of the diversion of 
materials to defense. 

It can hardly be questioned any longer that Detroit and other 
automobile centers would ’now be suffering considerable unemploy- 
ment even if car producers were not limited in their steel, aluminum 
and copper. Their production of passenger cars might have been 
somewhat higher (judging from the movement of dealer stocks), 
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The noninflationary atmosphere in which 1952 has 
thus far made its way is reflected in a continuance of 
very cautious inventory policy at all levels. Liquida- 
tion is now largely over in the consumer sector. In- 
deed, most inventory-sales ratios at the retail level 
are now fairly reasonable, although they are still 
quite high at manufacturing levels. But price un- 
easiness and dulled expectations have forestalled any 
renewal of inventory demand on the part of con- 
sumers or business. 

The basic outlook for the year ahead remains as 
summarized in Highlights for January, and as modi- 
fied in detail in Highlights for February. The con- 
sensus continues to be “up, slowly.” But the long lull 
in nondefense business, and the ponderous stability of 
total activity and prices during the lull, suggest 
strongly that the rate of change in 1952 depends not 
so much on the defense sector as on those normal de- 
mands of consumers and business that still represent 
about 80% of the nation’s total expenditure for goods 
and services. In the absence of inventory demand 
in the consumer sector, and assuming no major change 
in consumers’ propensity to save, it is difficult to 
visualize any very rapid change in the rate of business 
activity. 


ONE OUTLOOK 


The sobering history of the past twelve months and 
the moderate outlook for the months ahead are be- 
ginning to call for a new appraisal of the longer term— 
the years of the plateau and decline in defense spend- 
ing. Since early 1951, this longer-term outlook has 
been set in two conflicting patterns. 


i The first, sponsored chiefly by government, has 
held that the intensity and duration of the defense 
program are such that reaching the military goals 
must require some reduction in the supply of con- 
sumer goods below normal demand. At the same 
time, the flow of income generated by defense produc- 
tion will exaggerate demand above normal. If the 
resulting inflationary gap in the consumer sector Is 
suppressed by price controls, the consumer sector will 
emerge from the peak defense period well stocked with 
purchasing power, and in need of goods (chiefly dur- 
ables). A rise of activity in consumer markets may 
thus be counted on to offset the decline in defense 
spending. 

At the same time, the combined demands of direct 
defense and the expansion of defense-related indus- 
tries require a substantial curtailment of expansion in 
nonessential industries. These industries will thus 
emerge into the postdefense period with a backlog of 
demand for plant and equipment. 
but this loss has doubtless been offset to a considerable extent by 
defense work. And in the nondurables industries unemployment is 


clearly the result of soft markets, which would be even softer without 
the flow of defense income. 
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In short, this view supposes that post-Korean re- 
armament, while its scale is substantially smaller than 
the rearmament of World War II, will give renewed 
vigor to the basic forces which were responsible for 
the very high levels of activity in both consumer and 
capital goods industries in the postwar period. How 
long this renewed artificial vigor is to last, and what 
will happen when it is spent, have received little if 
any discussion. 


ANOTHER OUTLOOK 


<A second view integrates post-Korean history 
into a general pattern of postwar recession. It fore- 
sees a major downturn resulting from saturation of 
consumer markets, overexpansion (chiefly of con- 
sumer durables and capital goods capacity) and over- 
building, aggravated by the expected decline in the 
rate of family formation between now and the mid- 
fifties. In one version of this view, the ebb tide of 
the postwar boom is strong enough to carry the whole 
economy down even during the period of rising defense 
spending. 

Another variant of this view has laid particular 
emphasis on the temporary, one-shot character of a 
series of booms that has sustained activity at a high 
level since Korea: the boom in consumer buying; in 
business buying for inventory; in business buying of 
capital equipment; and in government buying for de- 
fense. Each of these booms has brought the economy 
closer to the perfect position for major recession, which 
can be expected to set in when the defense boom begins 
to wane. 

These two general formulations were put together 
before the end of short-term inflationary pressures 
a year ago, or at any rate before the character of the 
subsequent lull became apparent. And while they 
were in many ways contradictory, they were based 
on very similar assumptions about the short term. 
Both foresaw a sharp rise in total activity and income 
in 1951, accompanied by a rising price level and 
over-stimulated retail trade. How do they stand up 
now, in the light of the last twelve-month’s history? 


PROBING OUTLOOK NO. | 


e The pattern called for by the first view has cer- 
tainly failed to materialize thus far. Far from build- 
ing any deferred demand for consumer durables, the 
past year saw a sudden collapse of durables demand 
to levels well below even the curtailed operating rates 
for most of the durables industries. And while the 
saving rate has remained very high for almost a 
year, the saving has not been forced by the unavaila- 
bility of goods to spend on, and hence does not indi- 
cate any deferred demand. 

If all the rules of mobilization were dropped right 
now and the consumer sector were returned to com- 
plete freedom, it is doubtful whether either the saving 
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equipment, in current dol- 
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years. 
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rate or durables production would be greatly affected. 
For almost a year the price level, rather than physical 
supply, has been performing a rationing job in the 
consumer sector. 

Indeed, the fact that prices in so great an area of 
the consumer market are below ceilings suffices to 
prove that the pattern of accumulation of assets and 
deferral of demand has not developed in the same 
sense that it developed in World War II. And the 
corollary, that prices in the civilian sector can still 
rise considerably if they are pressed, indicates the 
pattern may not develop for some time, if at all.t 

There is likewise no very good evidence that any 
substantial backlog of deferred demand for expansion 
on the part of nondefense industries has developed 
as yet. Plant and equipment expenditures in these 
industries subsided in the second half of 1951. They 
will probably continue to decline in 1952, although 
their decline may be far more than offset by rises in 
defense-related expansion. But as with car output, 
it seems more than likely that materials controls are 
merely requiring of most nondefense industries what 
they would have done anyway. 

The past year has thus contributed no support to 
the proposition that a cushion of deferred demand will 
be available in the longer term. 


PROBING OUTLOOK NO. 2 


e The argument that a major recession lies at the 
end of the defense rainbow cannot be dismissed so 
easily. Many of the points that run against the first 
view tend to support the second. Defense is still 
scheduled to hit a spending rate of perhaps $65 billion 
early in 1953, and is still expected to decline to about 
$40 billion-$45 billion. Capital spending by defense- 
related industries could decline as much as $5 bil- 
lion by late in 1953, when the stimulus of govern- 
ment-provided incentives will be wearing off. 

If shortages are not producing backlogs of demand 
for consumer goods and nondefense plant and if 
family formation (one of the mainsprings of demand 
for construction and consumer durables) is declining, 
it is hard to find any substantial offset to the prospec- 
tive declines in defense and related expansion. 

On the other hand, this picture is definitely less in 
harmony with the current facts than it was six or 
nine months ago. The boom pattern that was sup- 
posed to accompany the rise in defense expenditures— 

1The failure of this pattern to develop—and, in fact, much of the 
unexpected history of 1951—can be explained in terms of the price 
level alone. Perhaps the single most important administrative action 
of the new mobilization was the application of price controls at a 
time when prices were violently inflated by speculative activity and 
inventory demand, on the part of business, and anticipatory buying 
on the part of consumers. The subsiding of these demands following 
the freeze left ceilings suspended well above the levels consistent 
with normal demand; so far above, in fact, that a substantial increase 


in government spending and very elastic wage controls over the past 
year have not yet brought most prices back to their ceilings. 
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and which was supposed to hold the civilian economy 
precariously balanced at a pinnacle of activity—has 
been conspicuously reversed over the past year. 

The departure from the short-term pattern implicit 
in the boom-and-collapse argument has been impres- 
sive, to say the least. One economic service com- 
mitted to a gloomy long-term outlook found that its 
forecast of December, 1951 industrial production was 
too high by 15 percentage points—about 7%. Its 
estimates of personal income and of consumer buy- 
ing required a similar scaling down. 


THE BOOM THAT FAILED 


There have been two reasons for the failure of in- 
dustrial production to reach above its early 1951 
level: (1) the decline of activity in consumer indus- 
tries; and (2) the relatively sluggish rise of defense 
production. 


1. The decline in civilian output has long since 
passed beyond anything that could be called a tem- 
porary interruption of an ominous boom. It looks 
now like a pronounced shift of activity into a new 
gear. For a full year, consumers, far from borrowing 
from the future, have been living on past accumula- 
tions. And most of the contraction in retail trade 
has been in deferables. The current level and com- 
position of consumer spending are no longer hyper- 
sensitive to changes in consumer income. In fact, the 
level of the saving rate provides some reason for be- 
lieving that spending is already rather insensitive to 
changes in income. It seems possible that a moderate 
decline in income now would be reflected more in a de- 
cline of saving, than of spending. (That is precisely 
what happened in 1949.) 

The “boom” character of consumer markets thus 
waned with a vengeance a full year ago. And for 
something less than a year manufacturers and dis- 
tributors in the consumer sector have also been pay- 
ing for past excesses. Retail stocks, in fact, have re- 
turned to generally reasonable relationships to sales 


LONGER DEFENSE CLIMB 


2. While the peaks of the consumer and inventory 
booms are now about a year in the past, the sluggish 
pace of defense production has apparently pushed the 
peak of the defense boom at least a year further 
into the future. The recent rescheduling of aircraft 
goals may have had little effect on 1952, but it has 
extended major procurement expenditures into 1954 
and probably 1955. The 143-group air force may not 
be fully modernized until 1956, and the breathless 
pace of technology in military airpower may mean 
major expenditures even then, to keep it modernized. 
(For the same reason, it would be a brave analyst 
who would attempt to forecast the peak in the atomic 
energy component of the defense boom.) 
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While the defense peak was set in 1953 (at about the 
same time as the possible downturn in plant and 
equipment expenditures) and while the lull in in- 
flation continued, the concept of the “garrison state” 
was losing its relevance rapidly. The flattening and 
extension of the defense program have at least partly 
revived it. 

The first and last booms of the four-boom analysis 
have thus been spread much further apart than might 
have been expected a year ago. And it might now be 
questioned whether the reactions from these two 
booms can still be thought of as reinforcing each other. 
In fact, in the light of the low level of consumer trade 
and the downturn in expansion of civilian industry, 
it is at least conceivable that for the civilian sector a 
major postwar adjustment (partly disguised by a par- 
allel inflation of costs, prices and incomes) is not in the 
future but is already in progress—in fact, is a year old. 
The “perfect position” for a major downturn may 
already be receding into the past. 

What the state of the civilian economy may be 
when defense spending finally turns down is thus no 
longer clear. Assuming no further uneconomic ex- 
cesses, it may be quite firm and able to resist down- 
ward pressure exerted by a decline in the defense sec- 


BUSINESS 


tor. And if it does demonstrate strength, it could 
well impart that strength to the capital goods indus- 
tries. All forecasts notwithstanding, the outlook for 
capital goods remains the outlook for profits. Stable, 
healthy consumer demand (combined with a healthy 
reduction in corporate taxes) may rebuild a reason- 
ably favorable atmosphere for expansion. 

The stretching out of the defense program, together 
with the powerful process of digestion that has al- 
ready been going on in the nondefense sector for 
roughly a year, thus suggest that business may have 
fully regained its balance when defense turns down. If 
so, the recession ahead could be closer to 1949 than 
1929. That possibility begins to bear watching. 

And it may bear more than watching. If the dangers 
of past excesses continue to subside, and if no con- 
venient backlog of deferred demand develops, the 
moral, if not the outlook, should at least be clear. 
What the nation does, between now and the decline in 
defense, to-maintain and strengthen normal incentives 
to activity in the private sector may become the final 
measure of the postdefense adjustment. 

Apert T. Sommers 
Business Analyst 
Division of Business Economics 
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Credit 


F. Raymond Peterson, chairman, First National Bank 
and Trust Company, Paterson, New Jersey (in an address 
to Commerce Alumni of New York University, January 26) 
—“The demand for credit will continue to be strong, be- 
cause the volume of business activity will be high and partly 
because the cost of doing business is so much greater today 
than it was ten years ago. The banks of the country are 
strong, their assets are liquid, and I dare say that most 
of them, if not all of them, will be in a position to meet 
the legitimate requirements of industry and trade. Money 
will not be as easy to obtain as was the case only about 
nine months ago. Partly, this is the result of the flexible 
open market policy adopted by the Reserve authorities 
in March, 1951, and partly it is the result of the sharp in- 
crease in the demand for credit by industry and trade.” 


Capital Expenditures 


McGraw-Hill (Department of Economics as reported in 
Business Week, February 2) —“Two things stand out today 
from industry’s detailed plans for plant and equipment 
spending: The year ahead will set a record. Companies plan 
to lay out more for capital goods—$21.2 billion—than ever 
before in history. After 1952, investment will still be big. 
Although mobilization expansion will have passed its peak, 
business already plans to spend more than $14 billion in 


1955—a level well above pre-Korean years. . . . Plans for 
expenditure by all industry in 1952 call for a jump in dollar 
outlays of 13% over last year. Manufacturing industries 
will spend $12.9 billion to replace old equipment and build 
new factories. Expenditures in 1951 were $11.1 billion. The 
13% jump that will take capital spending to its record 
$21.2 billion in 1952 is by no means uniform throughout 
industry. In electrical manufacturing the increase in spend- 
ing over 1951 will be more than 100%; in transportation and 
communications it will be a modest 8%. Some industries 
will actually spend less in 1952 than in 1951.” 


Retail Trade 


Malcolm P. McNair, professor, Harvard Graduate School 
of Business Administration (in an address before the Na- 
tional Retail Dry Goods Association, January 7)—“In 
regard to sales, the department-store and specialty-store busi- 
ness should do somewhat better than retail business gener- 
ally, because a revival of soft goods business is on the 
cards earlier than a revival of hard goods business. . . . 
As a total, then, spring season sales might hit a figure 3% 
to 5% above 1951, as measured in dollars, with the number 
of transactions showing perhaps a small decrease. The 
gross margin performance for the spring of 1952 should 
register some improvement, primarily through lower mark- 


(Continued on page 98) 
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What Is the 


INTERNATIONAL MATERIALS CONFERENCE 2 


HE KOREAN action in June, 1950, brought 

about a materials hunt by the United States. 

Nearly every kind of metal was needed to re- 
arm. The rearming of Europe and the economic and 
military aid programs of the United States intensified 
the demand. As a consequence, prices spurted. Soon 
the cry of “shortages” was heard. Then came alloca- 
tions. 

In the United States, the National Production 
Authority acts as the great divider, if not the great 
provider. This agency is responsible for seeing that 
the various claimant industries and companies re- 
ceive their share of the available steel, copper, and 
aluminum. The division is made in light of defense 
needs. 

But many important materials come from outside 
the United States. And many other nations are look- 
ing for the same materials that we are. Allocation 
on a world-wide basis was the logical step to take— 
or at least it seemed so to the United Kingdom, the 
United States and France. For they announced on 
January 12, 1951, that they had agreed to send invi- 
tations to other interested nations to take part in 
establishing a number of standing international com- 
modity committees. This was the start of the Inter- 
national Materials Conference. 


WORLD WAR II COUNTERPART 

The parallel agency in World War II was the Com- 
bined Raw Materials Board, public announcement of 
which was made on January 26, 1942. But there are 
major points of difference between the present agency 
and the earlier board. First, the Combined Raw 
Materials Board had only the United States and the 
United Kingdom as members. Canada was repre- 
sented indirectly. 

Second, the Combined Raw Materials Board studied 
and made recommendations on a much larger number 
of commodities. Some thirty of them at one time or 
another came under review of the board. The Inter- 
national Materials Conference is presently concerned 
with only fourteen. 

Third, the membership of the CRMB was held con- 
stant for each commodity. The membership of each 
commodity committee of the International Materials 
Conference differs. Only nations with either a pro- 
ducer or consumer interest in a commodity are repre- 
sented on each of the committees. An exception is 
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made in the case of France, the United States and 
the United Kingdom—the three countries represented 
on all committees. 

At the same time, very important similarities are 
to be found in the IMC and the old CRMB. First, 
the present agency, like the CRMB, does not have 
power to enforce decisions. It also has to work 
through national agencies in the individual countries, 
and, again, has only power of making recommenda- 
tions. 

Second, its recommendations cover nearly the same 
ground—allocations, measures for the development 
and procurement of supplies and conservation meas- 
ures—as did the CRMB. But in addition, the CRMB 
made recommendations with regard to shipping. The 
IMC has made some recommendations with respect to 
prices, but has not concerned itself with transportation 
difficulties. 


Its Effectiveness 


A reviewer of the effectiveness of the CRMB of 
World War II had this to say: 


“Generally speaking, the board had greater effect when 
dealing with other peoples’ raw materials. The notion of 
a common United States-United Kingdom pool as such 
had not been fully accepted by either country, and their 
national agencies as a rule looked after their own raw 
materials very closely.” 


Allocations of United States or of United Kingdom 
supplies were not determined by the board. Mr. Rosen? 
cites copper as an example. “The board ‘allocated’ 
United States copper on a quarterly basis to various 
countries including the United Kingdom; but this 
was merely repetition of a War Production determi- 
nation.” With regard to the development and pro- 
curement of supplies, the same author? observed “that 
much took place without Combined Raw Materials 
Board participation and it could be argued that most 
results might have been achieved without the board’s 
existence.” 

How effective will the International Materials Con- 
ference be? Will it be said that the same results could 
have been achieved without its existence? These ques- 
tions cannot be answered at this time. However, some 


1$. McKee Rosen, ““The Combined Boards of the Second World 
War,” Columbia University Press, New York, 1951, page 27. 

2Op. cit., page 29. 

30p. cit., page 80. 
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of the background necessary to understand the role of 
the IMC as it is operating today is available. This is 
presented in the following paragraphs in the form of 
answers to questions such as might be posed by a 
reader of The Business Record. 


SOME QUESTIONS AND ANSWERS 


Question I: I have been puzzled lately by news 
stories of allocations of certain materials by the In- 
ternational Materials Conference. It was my impres- 
sion that the National Production Authority was the 
governmental agency with powers of allocation in the 
United States. 

Answer: Your impression is right. The National Pro- 
duction Authority is in charge of allocations in the 
United States. 


Question 2: Then what allocations does the IMC 
determine? 

Answer: The IMC fixes allocations on a world-wide 
basis. For certain commodities it estimates world 
supply and determines the allocation of that supply 
among the interested countries. 


Question 3: With what commodities is the IMC 
concerned? 
Answer: At present, the following: 
. Copper, zinc and lead 
. Sulphur 
Cotton and cotton linters 
Tungsten and molybdenum 
Manganese, nickel and cobalt 
Wool 
. Pulp and paper 


Question 4: Exactly what is the IMC and how and 
when did it come into existence? 

Answer: The IMC started its active existence on 
February 26, 1951, when the copper-zinc-lead com- 
mittee first met. Its creation resulted from an agree- 
ment on January 12, 1951, among the United King- 
dom, France and the United. States that proposals 
should be made to other interested governments for 
the creation of international commodity committees. 


Question 5: How is it set up? 

Answer: The IMC is divided into two main parts. 
These are a central group and the committees for the 
commodity groups enumerated in Question 3. The 
heart of the IMC lies in these commodity committees, 
for the central group is only a “servicing mechanism” 
for the commodity committees. The latter act on 
their own and not through the central group. 


TED Or G0 30 


Question 6: Just how do these commodity com- 
mittees function? 

Answer: These committees are made up of represen- 
tatives of interested governments. Membership is 
by invitation of the sponsoring governments. It was 
considered desirable that the maximum possible rep- 


resentation of consuming and producing countries 
should be established. Early in the life of the Inter- 
national Materials Conference it was claimed that be- 
tween 80% and 90% of such countries were rep- 
resented. 

The committees function independently of the 
central group. Their job is to study and make recom- 
mendations to governments concerning the expansion 
of production, the conservation of supplies, and the 
most effective distribution and utilization of commodi- 
ties among the consuming and producing countries. 

In practice, the committees send out question- 
naires requesting such information as probable fu- 
ture consumption and production, exports and im- 
ports, restrictive controls in effect or contemplated, 
and measures designed to increase production and cur- 
tail consumption. Upon the basis of this information, 
each commodity committee may recommend allo- 
cations of the metal because of a foreseeable short 
supply. It may also recommend that member gov- 
ernments take all necessary measures to eliminate 
nonessential uses of the commodity. 


Question 7: What authority does the IMC have 
to enforce its recommendations? Under what law does 
it exercise its power in the United States? 

Answer: The IMC does not have any actual powers, 
nor does it operate under any particular law. It can- 
not impose any penalties or sanctions. It has only 
an advisory power. 


Question 8: Then how is it able to insure compli- 
ance with its recommendations? 

Answer: Its power depends upon the influence of 
the membership of the central group and the commod- 
ity committees to secure the cooperation of their gov- 
ernments. For example, at the formation of the 
central group, Edwin T. Gibson was appointed the 
United States representative. At that time, Mr. Gib- 
son was acting administrator of the Defense Produc- 
tion Administration in this country. 

On April 30, 1951, G. J. Ticoulat was elected chair- 
man pro tempore of the pulp-paper committee. 
Mr. Ticoulat, at the same time, was director of the 
pulp, paper and paperboard division of the National 
Production Authority. Mr. Ticoulat replaced Mr. 
Gibson as the United States representative on the 
central group in October, 1951. At the time he re- 
placed Mr. Gibson he was deputy administrator of the 
Defense Production Administration. 

The Economist says that the cooperation achieved 
stems from the presence of a common threat: “.. . 
member countries are in fact put on their honor; they 
cannot say that they wish to cooperate and then do 
nothing.” 

For example, in the allocation of nickel for the first 
quarter of 1952, the report of the IMC says that “all 
of the eleven governments represented on the commit- 
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tee have given notice of their acceptance of the allo- 
cation.” The report goes on to say that “the com- 
mittee’s recommendations have been forwarded to all 
interested governments for immediate implementa- 
tion.” And there it rests. 


Question 9: Who belongs to the IMC besides the 
United States? 

Answer: The total number of countries on one or 
more of the commodity committees comes to twenty- 
eight. Two international organizations—the Organiza- 
tion of American States (OAS) and Organization for 
European Economic Cooperation (OEEC)—are mem- 
bers of the central group, but do not have member- 
ship on any of the commodity committees. The com- 
plete membership is shown in Table 1. Only France, 
the United Kingdom and the United States have a 
representative on each of the commodity committees 
as well as on the central group. Germany is not a 
member of the central group, but has a representa- 
tive on each of the seven commodity committees. 
Canada is a member of the central group and of all 
the committees except that for wool. 


Question 10: If the commodity committees are the 
heart of IMC, what role does the central group play? 
Answer: The central group is a coordinating body. 
It works in cooperation with the chairman of indi- 
vidual committees on any problems common to all 
committees. It reviews from time to time the works 
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of the conference as a 
whole and suggests general 
policy which should be 
pursued by the individual 
committees. 

At present, its member- 
ship consists of eight na- 
tions and two international 
organizations, the OAS and 
the OEEC. 


Question Il: At present 
what commodities are un- 
der allocation? _ 

Answer: Allocations have 
been announced or are in 
the process of being work- 
ed out for nickel, cobalt, 
copper, zinc, tungsten, mo- 
lybdenum and sulphur for 
either the first quarter or 
first half of 1952. 

Allocations have not 
been made for lead, cotton, 
cotton linters, manganese, 
wool, pulp and paper. For 
newsprint an emergency 
allocation has been made. 


Question 12: How has the United States fared in 
these allocations? 


Answer: A full appraisal is difficult to make. For 
one thing, most allocations have been in effect for too 
short a period. The first allocations were put into 
effect in the third quarter of 1951. More materials 
were allocated in the fourth quarter, but information 
is not yet available to permit evaluation of the results. 
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Question 13: What important commodities are not 
covered by the International Materials Conference? 


Answer: Iron and steel, tin, rubber, aluminum. 


Question 14: What about prices? Has the IMC 
made any attempt to set world prices for commodities? 
Answer: In the third quarter of 1951, the f.o.b. price 
of tungsten was set at an upper limit of $65 and a 
lower limit of $55 per short ton for spot purchases. 
The agreement was abandoned in the fourth quarter. 


Question 15: What future problems does the IMC 
face in its task? 

Answer: The primary one is securing the cooperation 
of the member governments. In addition, problems 
arise in the relationship of allocation plans to existing 
trade agreements, maintaining normal patterns of 
trade, adequacy of controls over exports and some- 
times over imports and prices. 
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Survey of Business Experience 


CMP HASN’T HELPED MUCH—SO FAR 


cording to reports of the 132 manufacturing com- 

panies cooperating in this month’s survey of busi- 
ness practices. But a majority still feel that materials 
are no easier to get than before CMP. Nor do most co- 
operating companies feel that the use of DO ratings 
has improved their ability to obtain materials. 

In more than one out of every ten companies, ma- 
terial shortages have had a serious effect on produc- 
tion and have had some effect in an additional 20% of 
the reporting companies. 

Fewer than a third of the companies feel that there 
will be any easing of the situation in the next six 
‘to nine months. Some, in fact, expect a worsening 
before improvement. While some executives favor 
outright discontinuance of CMP, the principal sug- 
gestions for improvement of the system are the reduc- 
tion or elimination of the “attrition” factor, and more 
prompt allotment so as to facilitate forward planning. 

Most companies are accelerating their scrap re- 
covery and materials conservation plans, although 
the rising costs of material have already induced most 
companies to be quite diligent in eliminating waste. 
But an overwhelming majority feel that a national 
program of material conservation and scrap recovery 
would help the situation. 


To OPERATION of CMP is improving, ac- 


EFFECT ON AVAILABILITY 


Of those companies reporting on the availability 
of materials since the imposition of CMP, four out 
of ten feel that the materials they need have been 
more easily obtained. An equal number say that there 
has been no perceptible change. The remainder, one 
out of five companies, say the situation has worsened. 

The confusion in the market is quite evident in the 
reports received. Numerous companies complain that 
it has been harder for them to obtain materials because 
overallotment has made their tickets worthless. On 
the other hand, some companies feel that CMP has 
made it harder for them because they are not per- 
mitted to buy materials which are freely offered to 
them since they have received no allotment. On that 
point an automobile equipment company writes: “The 
greatest trouble is getting allotments to obtain the 
items that are offered to us freely.” 

Some executives point out that it is difficult to 
appraise the effectiveness of CMP because the availa- 
bility of critical materials and the demand for them 
has been changing. As one electric machinery execu- 
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tive put it: “It is quite possible that without CMP 
we would be having difficulties that do not currently 
exist for us.” 


ITS OPERATION IMPROVING 


While there is considerable dissatisfaction with 
CMP and some manufacturers would be glad to see 
this system abolished, there is some indication that the 
administration of the system has improved during the 
six months it has been in operation. As one engine 
and turbine company executive noted: “The third 
quarter was a transitional period of confusion, and 
there was a decided improvement during the fourth 
quarter.” Of those that were able to appraise oper- 
ations, nearly half felt they fared better in the fourth 
quarter of 1951 than in the third, while only a fifth 
felt they had not fared so well. A third could see no 
improvement. 

Over half the manufacturers reporting on their ex- 
periences with DO ratings say they can find no im- 
provement in the delivery of materials on DO orders. 
This is generally attributed to the fact that “everyone 
now has DO ratings.” 

According to an electrical equipment executive, 
“many suppliers apparently pay little attention to 
such ratings.” A chemical company says the market 
is so “saturated with DO’s that although vendors are 
forced to accept orders, there is no assurance of pref- 
erential delivery.” 

Although a few companies report that “deliveries 
are becoming longer on most DO ratings,” the re- 
maining third of the cooperating companies find that 
availability and “especially delivery of materials” have 
improved recently on DO ratings. On this point, a 
food manufacturer adds that it is “no longer a ques- 
tion of whether a DO rating will speed delivery, but 
either a rating is issued or the vendor will not promise 
a reasonable delivery date.” 


MATERIALS MOST SCARCE 


The table on page 91 shows the materials which 
108 cooperating companies reported were most difficult 
to obtain. Copper is by far the most critical item, 
with steel, particularly stainless steel, and nickel for 
alloying and plating the next most difficult. 

Among the fabricated and nonmetal materials, 
electric motors, equipment and controls are the most 
critical items, their shortage in turn being attributed 
to the copper and steel situation. Lack of machine 
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tools is still retarding production and the completion 
of some plant expansion and improvement programs. 
And some chemicals, particularly sulphur and acids, 
are reported in short supply. 

As a result of these scarcities, some companies have 
adopted the use of substitutions in order to maintain 
production. In some cases, the substitutions have re- 
quired changes in design and production methods and 
“have been accompanied by higher costs.” 


THE MATERIALS OUTLOOK 

Two thirds of the cooperating companies expect no 
over-all easing in the materials situation during the 
next six to nine months. Some of these companies 
think it “conceivable that the situation will get worse 
before getting better,” although a few companies re- 
port recent easings in certain types of aluminum and 
steel, partly owing to a “general slight decline in 
business.” 

However, the remaining companies believe there 
will be some easing in materials by the latter part 
of 1952. Such an easing is predicated primarily on 
three factors: the expected expansion of domestic 
production of critical materials, a greater supply from 
foreign sources; and, lastly, some believe that “de- 
fense requirements have been overstated, especially 
in so far as timing is concerned.” 

Materials shortages are having some effect on pro- 
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duction, according to somewhat more than half of the 
manufacturing companies responding. In a third of 
these cases, the effect is described as “serious,” caus- 
ing delays in production, and layoffs. Materials short- 
ages have even “limited output” in cases where the 
products are “rated as essential to defense.” 

But nearly half the reporting companies say there 
has been no effect, or hardly any, on their production. 
Some of these note, however, that they are operating 
on a “hand-to-mouth basis and are not always able to 
meet customer requirements.” 

Other effects have been an increase in overtime work 
because more time is required to work inferior quality 
materials, inefficient scheduling of production owing 
to an uncertain materials supply, and poor control 
over product quality. 


SUGGESTIONS FOR IMPROVING CMP 


The three principal suggestions cooperating com- 
panies offer for the improvement of CMP are: (1) to 
stop allotting more material than is produced; (2) to 
issue allotments quicker; and (3) to simplify the me- 
chanics and add more flexibility to CMP. 

By far the greatest complaint of manufacturers de- 
pending on CMP allotments is of their inability to 
obtain their full allotment of materials because there 
are more “tickets” than material. 

This situation is acknowledged by the Defense Pro- 
duction Administration and stems from the World 
War II practice of allotting from 10% to 15% more 
than actual production. This was done when it was 
found that some manufacturers and government agen- 
cies failed to use their full allotment, resulting in idle 
materials in a time of shortages. However, the pres- 
ent “fierce struggle for materials among competing 
demands” has upset this percentage, leaving manu- 
facturers trying to make good on their allotments but 
unable to do so. 

DPA Administrator Manly Fleischmann stated re- 
cently,! in an attempt to alleviate this situation, that 
the overallotment of aluminum, copper, and _ steel 
structural shapes and plates would be reduced from 
10% and 15% to only 5% more than actual produc- 
tion of these items. Mr. Fleischmann noted that this 
should more nearly make the CMP allotment a “cer- 
tified check” for materials. 


Prompter Notice 


The difficulty or impossibility of scheduling produc- 
tion without adequate notice beforehand of available 
materials is a complaint of many cooperating execu- 
tives. More important in many cases, however, is 
the fact that allotments are sometimes received “too 
late to allow orders to be placed on the mills prior to 
the lead-time deadline required for delivery in the 


1Before the Congressional Joint Committee on Defense Production, 
January 9, 1952. 
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quarter for which the material is ordered and for 
which the allotment is valid.” 

An office equipment manufacturer states that if 
CMP “provided us with allotment information early 
enough, we could plan efficiently in our schedules and 
eliminate the violent fluctuations which are costly in 
manufacturing and unemployment.” An automotive 
equipment company writes: “We have not yet re- 
ceived our allotments for the second quarter of 1952. 
Any allotments received on or after February 1 for 
materials which require a 75-day or greater lead time 
will be worthless.” 

Confusion and “a great deal of red tape” accom- 
pany CMP forms and regulations, according to many 
cooperating executives. “Present regulations are much 
too detailed,” complains an automotive equipment 
producer, who adds: “Adequate control could be ex- 
ercised under broader regulations.” 

“Tll-advised regulations are issued by surprise to 
industry by ‘planners’ who run things according to 
how they think industry is run, rather than the way 
it does run,” says an industrial machinery executive, 
and this is the complaint of a number of other coop- 
erators. Others suggest that CMP should “decentral- 
ize operations more to regional or area offices” for a 
more realistic approach, and should “resort more to in- 
dustry advisory committees for help in working out 
some of the problems.” 


Essential Industries 


Some companies suggest that CMP be applied only 
to those industries essential to the defense program 
—and that CMP more clearly define the essential 
industries. Generally, these companies agree with 
the heating and plumbing executive who believes that 
“CMP could be more realistically administered if the 
handling of controlled materials were confined to 
direct military requirements rather than attempting 
to control the entire metal economy.” 

A nonmetals company also feels that CMP cannot 
function smoothly unless it is “reduced to strict es- 
sentials,” and an air-conditioning executive would like 
to see “better determination of the essentiality of 
various industries in the defense program.” 


Other Suggestions 


According to an office equipment company, “the 
recent ruling that we can only put into production 
as much material as we are allotted is, we believe, 
against the general policy of materials conservation.” 

Recommending that the amendment restricting the 
use of inventories be repealed, a railroad equipment 
producer says that in effect the regulation will “freeze 
inventories and work a hardship on companies that 
would like to pick up production which has been lost 
through strikes or catastrophes.” 


Most of the companies relying on allotments for 
their maintenance, repair, operating and minor capital 
additions state that so far their dealings have “been 
satisfactory on MRO materials.” Many agree with a 
paper products executive, however, that a “ladder 
of preference ratings should be set up, with the MRO 
rating pretty high up.” 

An air-conditioning company writes that its experi- 
ence with CMP “is not far different from what we 
anticipated, in light of the kind and type of organiza- 
tion they set up. No attention is paid to end use, 
which was the foundation of the wartime plan. Many 
of us cannot understand why that plan, which was 
eventually worked out and which was reasonably suc- 
cessful, was completely discarded.” 

Other cooperating companies call CMP “a great 
mistake” and recommend that it be discontinued. 
States a general industrial machinery executive: “We 
would all be better off without any regulations what- 
soever, and if CMP were written off the books it 
would be a decided improvement.” 

Among the other suggestions and criticisms of CMP 
is that from an automotive equipment executive that 
CMP is inefficient and that “30% of the people in 
NPA should be dismissed to eliminate much of the 
overlapping and duplication of effort.” Less drastic, 
an electrical supplies company feels CMP would be 
more efficient if it “issued automatic allotments on a 
percentage of base usage, eliminating the necessity of 
filing applications quarterly. This would also permit 
CMP personnel to function only where special han- 
dling was indicated.” 

The complaint of a specialized industrial machinery 
executive is that there have been “instances where 
materials were given to those setting up the greatest 
fuss rather than to those truly in need of the ma- 
terials.” And a railroad equipment manufacturer asks 
that suppliers of controlled materials “be required to 
accept tendered orders in the order received, regard- 
less of the allotment number or symbol.” 

A metals producer states that “it would aid plan- 
ning and scheduling of production if copper for wire 
mill and brass mill production directly under CMP, 
and nickel, tin and other materials supplementing 
CMP, were allotted quarterly, instead of monthly as 
they are at present.” And a paper products executive 
suggests that “where the supply situation of any 
material is sufficient to meet normal demands, the 
material should be decontrolled as rapidly as possible.” 


SCRAP AND MATERIALS CONSERVATION 


If raw material supplies cannot be increased, the 
situation can be helped by conserving material, re- 
ducing waste, and recovering scrap. Almost all co- 
operating companies report that they have acceler- 
ated and intensified their scrap recovery and material 
conservation programs. In most of these companies, 
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however, such programs have always been pressed. 
Typical of the latter companies is the air-condition- 
ing manufacturer who writes: “There has never been 
any need to accelerate scrap recovery in a modern 
industrial plant. We are just as interested in getting 
our money out of it as the people are to get the scrap. 
The primary reason for the scrap shortage is the fact 
that there is less, because the scrap produced in a 
given plant today is less than half what it used to be. 
We buy original steel closer to size; we re-use a lot of 
it. Thus we get more out of a given sheet, and the 
scrap is just naturally less.” 

A few companies, however, report that they have 
not accelerated their scrap recovery programs. In 
most of these cases, the companies are “small pro- 
ducers” of scrap and state there is little opportunity 
for greater effort to be rewarded by more scrap. 

The specific steps being taken by cooperating com- 
panies to increase their scrap yield are the scrapping 
of obsolete machinery and tools, cooperating with 
local or industry drives, better scrap recovery and 
disposing of scrap more often—often direct to mills. 

Typical of the companies that are weeding out 
obsolete machinery, equipment, tools, and material is 
the report from an automotive equipment company 
that it “made a fairly complete inventory of our pro- 
duction machines not in everyday use and several 
months ago scrapped quite a number of them. And 
at the time of our annual inventory we took special 
pains to accumulate and weed out parts in stock 
which could be scrapped.” 

An electrical appliance manufacturer writes that 
its vice-president in charge of purchasing has as- 
sumed personal responsibility for scrap, and “we have 
just about doubled our rate of scrap recovery.” 

Industry-wide and local scrap campaigns are re- 
ported as having aided the materials situation. A 
heating and plumbing executive reports that the scrap 
recovery program of the “steel and nonferrous metals 
industry working in close cooperation with the Scrap 
Institute has produced exceptional results.” 

Better scrap segregation has also produced more 
useful material, a number of companies report. 

Former wastes are also being reclaimed. A steel 
company “contracted with an outside firm to re- 
cover the metallic contents in the various types of 
slag and residue material generated in our production.” 
A foundry, too, reports that it has “recently arranged 
to salvage our foundry dump.” 

Many cooperating companies report a more rapid 
disposal of scrap, often directly to mills. Typical of this 
group is the machine-tool company which has “an 
established program under which scrap materials are 
collected and shipped regularly each week.” 

Steps are being taken by cooperating companies to 
conserve materials by making substitutions, and 
altering production methods to lessen spoilage. 
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One company, however, sees “no necessity to 
stimulate substitution away from copper and copper 
alloys in favor of aluminum and steel, because the 
planned additional copper supply within the next two 
years should be ample for any economy level we can 
visualize.” The executive expressing this view goes on 
to say that “copper demand closely follows the Federal 
Reserve index of industrial production as to steel, 
aluminum, and other base metals,” and his figures 
show that an increase in the index of up to 47% 
above the first half of 1950 would be needed to match 
the expected “increase in copper supply to 157,000 
tons per month.” 

Generally most companies do not feel they have 
received any direct aid from their scrap recovery and 
materials conservation programs. But they say that 
“while we have not benefited directly from our scrap 
recovery programs, we feel that if all manufacturers 
did the same, all would benefit.” 

However, a few companies do report some direct 
benefits. An automotive equipment company reports 
that material collected from its scrap recovery and 
segregation program is sent “directly to the mills pro- 
ducing the materials that we require. This has been 
of some assistance to us in obtaining additional quan- 
tities of some of the more highly alloyed items.” 


National Scrap Program 


Although manufacturers favor a national program 
for scrap recovery—some believing such a program is 
the “only real help” to the materials situation—many 
think such a program should be handled by private 
or industry groups rather than under a central gov- 
ernment agency. A foundry executive who favors a 
“private, not governmental,” scrap program, suggests 
that “the large steel mills could conduct a more in- 
tensive program of direct mail appeals to, their cus- 
tomers. And manufacturers of agricultural equipment 
could do the same with the farmers.” 

Other companies suggest “dollar inducements” to 
repay the cost and trouble of collecting scrap, and 
an engine and turbine company would like to see a 
“thirty-day limit on scrap holdings applied now” to 
move scrap from dealers who are holding scrap in their 
yards while waiting for an expected price rise. 

Many cooperating companies believe any scrap 
program must “get down to the grass-roots” through 
“broad national publicity to assist local committees.” 
But some believe the still dormant scrap is insuffi- 
cient to repay its collection. 

A food producer offers a suggestion which he be- 
lieves might “greatly increase the volume of scrap” — 
a national program “which provides those who con- 
tribute to it with extra quota CMP materials.” 

Henry A. BAaLKre 
G. CLark THOMPSON 
Division of Business Practices 
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SEASONAL BUYING HABITS CHANGE 


T IS WELL KNOWN that seasonal factors pro- 
I duce a fluctuating pattern of retail trade in any 

given year. Probably not so well known, how- 
ever, is the fact that over the long term the seasonal 
pattern itself can undergo significant change. 


To some extent, year-to-year changes in seasonal 
patterns are of a random nature, reflecting variations 
in climatic or other conditions beyond the control of 
buyer and seller. Other movements appear to have 
definite form, and stem from changing buying habits 
on the part of consumers. 


The latter more fundamental shifts in buying pat- 
terns are of significance both to the retailer and the 
manufacturer of consumer goods. If consumers come 
to concentrate more and more of their purchases in a 
peak season, greater manufacturing capacity may be 
required to carry the peak production load. This im- 
plies heavier overhead on idle capacity during slack 
seasons. 


Conversely, a tendency for the seasonal pattern 
to flatten may result in better average utilization 
of capacity. 

For the retailer, a flattening of the seasonal pattern 
for a specific commodity means a more stable sales 
force, and perhaps better utilization of selling space. 
The reverse may necessitate greater dependence on 
temporary help, with accompanying problems of re- 
cruitment and training. 


Data on retail trade compiled by the Department 
of Commerce permit a close examination of changes 
in the seasonal pattern of demand for most broad 
classifications of consumer goods. The charts on page 
94 compare the typical seasonal patterns of demand 
for durables, and nondurables (as well as several com- 
ponents of each group) as they were in the years prior 
to World War II and as they appear in the postwar 
period.t 

The prewar pattern is based upon “typical”? sea- 


1The Department of Commerce series on retail trade classifies 
stores by their major line of business. Such stores are frequently 
engaged in selling a diversified line of products. Supermarkets sell 
many household products besides food; drug stores are a major outlet 
for electrical appliances, and automobile accessory suppliers are 
engaged in merchandising many hardware items. | For this reason, 
the sales data should be interpreted as relating to kind of store rather 
than to any particular product. Moreover, diversification has ap- 
parently increased in the postwar period. The trend to diversification 
is probably responsible in part for the changes apparent in the 
seasonal patterns of store groups noted below. : 

2The “typical” has been arrived at by a process of mathematical 
averages of the data in combination with subjective qualifications, 
based on the moving average method of computing seasonal indexes. 
As such, it represents the average if the data (per cent of twelve- 
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sonal fluctuations from 1935 through 1940. The years 
1946 to 1951 indicate the pattern which has been typi- 
cal since the war. The typical pattern is expressed as 
a seasonal index, with average monthly sales equal 
to 100. Thus a March index of 110 for a particular 
item indicates that sales in March are generally 10% 
above the average month. 


DURABLE GOODS STORES 


The postwar pattern of durable goods stores is con- 
siderably flatter than prewar. Although the seasonal 
index during a typical twelve-month period prior to 
1941 generally varied between the limits of 75% (in 
February) and 118% (in May) of average monthly 
volume, the characteristic picture now is for a sea- 
sonal variation of between 82% and 107%. This repre- 
sents a reduction of 42% in the range of month-to- 
month fluctuation. 

In other words, the seasonal pendulum swing has 
tended to be shortened, and the range has narrowed 
closer to the 100% line which represents an average 
month’s sales. The average monthly deviation of the 
seasonal index from the 100% point has been reduced 
from ten percentage points to six. It is now no 
greater than the variation in the nondurables group, 
although before the war the swing of durable goods 
sales was considerably greater. 

Data for the individual years 1935-1940 suggest 
that this tendency toward a flattening of the durables 
seasonal pattern existed to a slight extent even in the 
prewar period itself. Postwar conditions apparently 
accelerated the trend, so that by 1950 the amplitude 
of the durables seasonal swing had undergone a strik- 
ing alteration. 


Reasons for Change 


Why did this transformation take place? The basic 
reason is probably a change in the relationship be- 
tween supply and demand. This occurred late in the 
prewar period and has been a dominant aspect of the 
durables market during most of the period since 
the war. 

Before the war, supplies of durables were normally 


month moving average) displayed stability from year to year, and 
more nearly represents the modal group or point of greatest concentra- 
tion if extreme fluctuations existed. These typical patterns disguise 
considerable fluctuation within the two periods, particularly with 
regard to durable goods, for which the data are characterized by 
rather large erratic movements from year to year. While the method 
employed tends to eliminate random movements, it does not eliminate 
the more fundamental shifts of the seasonal patterns. 
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abundant, and fear of shortages was not present as an 
incentive to buy. There was no pressing reason to 
buy an automobile in September when one could wait 
a few months and be assured of immediate delivery on 
the following year’s model. 

During and after the war, however, demand for 
durables has exceeded—or has threatened to exceed— 
the available supply. And supply itself has thus en- 
tered into the timing of consumer purchases. To some 
extent, consumers bought durables when they could 
rather than when they ordinarily would. 

The combined seasonal movement of all durable 
goods stores (which have accounted for about 35% 
of total retail sales during the postwar period) is the 
net effect of the varying seasonal movements of its 
various component parts—the automotive group, 
building materials, hardware, home furnishings, 
jewelry, and miscellaneous. 


Car Dealers 


Motor vehicle dealers are the most important single 
group of durable goods retailers, accounting for al- 
most 50% of the total. A glance at the chart dis- 
closes the extent to which the seasonal fluctuation for 
this group has flattened during the postwar period, 
particularly during the summer months of tradition- 
ally high automobile sales. An almost continuous 
postwar record of demand in excess of supply under- 
lies the change. The waiting lists which plagued con- 
sumer and dealer alike during much of the postwar 
period represented an inventory cushion of customers 
which filled up the normal seasonal declines in new- 
car sales. 


Radio and Appliance Stores; Refrigerators 


Retail sales of household appliance and radio 
stores (considered as one group) have also undergone 
marked changes in seasonal pattern since prewar. The 
postwar seasonal gives some evidence of dampening— 
also probably because of shortages among the various 
products sold by this group. More importantly, the 
fall and winter months have gained sharply in rela- 
tive importance and the spring and summer months 
have declined. Before the war, the household appli- 
ance retailer could expect to do about 52% of his 
business from March to the start of September. Now 
he will generally average only about 48%, with the 
decline offset by a comparable gain in the other six 
months of the year. 

This change reflects a number of factors other than 
inadequate supply. At least part of the change has 
been caused by the accidental timing of postwar con- 
sumer credit restrictions and higher excise taxes, 
which generally became effective during the fall and 
winter months. In an effort to beat the regulations 
and taxes, consumers concentrated a greater part of 
their purchases just prior to the effective dates. 


Changes in two specific areas of the household ap- 
pliance market (refrigerators and television sets) are 
also reflected in the total seasonal patterns charted. 
Before the war, the summer months were ordinarily 
high points in refrigerator sales, since old refrigerators 
were typically replaced as a result of inadequacy dur- 
ing hot weather. Since the war, however, almost half 
the stock of refrigerators in use has been replaced with 
new models, so that comparatively few refrigerators 
are now in urgent need of replacement during sum- 
mer months. 

Although the replacement market for refrigerators 
has become a vastly larger proportion of the total mar- 
ket than it was prewar, it is thus no longer concen- 
trated in the summer months. Again, it seems proba- 
ble that consumers have become more conscious of 
technological improvement in refrigerator design, and 
therefore may delay their purchases beyond the sum- 
mer until new models come out late in the winter. 
These factors have apparently tended to reduce the 
summer peak in refrigerator sales and to raise the 
year-end total. 


Television Sets 


Sales of television sets—an unknown factor before 
the war—have also tended to introduce a new element 
into the seasonal pattern of appliance sales. Sales 
of TV sets are strong in the fall and winter and weak 
during the summer. The effect of substantial tele- 
vision volume on the pattern of total appliance sales 
has thus been to strengthen fall and winter months 
and reduce the relative height of the spring and sum- 
mer peak. 


Furniture and Housefurnishings 


The furniture and housefurnishings group of retail 
stores shows no clear change in the seasonal pattern 
since prewar. As with most consumer durables, there 
has been a general tendency toward a flattening of 
the seasonal pattern, probably the major cause being, 
again, an excess of demand over supply. 

The two most significant changes have affected the 
seasonal levels for November and May. Before the 
war, the November seasonal for this group of stores 
was about 96%—that is, 4% below average monthly 
volume. During the postwar period, it has averaged 
about 108%. The increase may be owing to early 
Christmas shopping for scarce merchandise. Prior to 
the war the month of May showed a secondary sales 
peak of about 119%; since the war this peak has de- 
clined to about 108%. 


Jewelry Stores 


The seasonal pattern of jewelry store sales is of par- 
ticular interest because of the pure luxury character 
of jewelry. Although there have been only minor 
changes in the typical seasonal pattern for these stores 
since prewar years, the pattern itself is revealing. Ex- 
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cept for November and December, the seasonal index 
is consistently below 100%. It then jumps more than 
200% during the Christmas gift season. Approxi- 
mately 39% of total annual sales is made during the 
last three months of the year. (Department store 
sales of jewelry and silverware reveal a similar sales 
pattern, with, in fact, an even greater sales concen- 
tration during the last quarter of the year.) 

The only significant change in the jewelry store pat- 
tern since before the war has been a substantial rise 
in the November seasonal (twenty-one percentage 
points) and a roughly comparable decline in Decem- 
ber, which may again reflect earlier Christmas 
shopping. 


Conclusions 


For all durables, the major element in the change 
in the seasonal pattern of durables sales has been the 
distortion in demand produced by inadequate supply. 
As long as the freedom of consumers to buy is limited 
only by their purchasing power, there is little chance 
that the seller will gain control over the timing of 
consumer purchases. This was partly demonstrated 
during the latter half of last year, when consumer de- 
mand showed signs of reverting to its prewar pattern, 
as fears of shortages subsided. However, there is a 
possibility that this reversion will be short lived if 
any significant scarcity of durable goods develops dur- 
ing the mobilization. When the time comes that the 
supply of durable goods again exceeds demand, the 
seasonal pattern will bear watching for signs of a 
more permanent return to prewar patterns. 


ABOUT NONDURABLES SALES 


In contrast to the durables sector, the retail outlets 
for nondurables have experienced no noticeable damp- 
ening of the seasonal swing during the postwar years. 
This was to be expected, since nondurables as a group 
have not been in short supply during the postwar 
period. Seasonal characteristics for nondurable goods 
in aggregate have remained relatively constant, fluc- 
tuating between a low of about 84% for February and 
a high of 127% for December. The average deviation 
from the 100% line has remained constant at six per- 
centage points. 


Food Sales 


Most important of the nondurables stores in terms 
of value of sales is the food group. Sales of these stores 
show an extremely narrow seasonal variation, fluctu- 
ating between a low of 90% in February and a high 
of 110% in December, with an average monthly devi- 
ation of less than three percentage points. Compared 
with the prewar period, the seasonal pattern of food 
sales has shown only minor shifts, the largest being 
gains of four percentage points in December and Janu- 
ary. The flat and stable character of food sales exerts 
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a leveling and stabilizing influence on the sales figures 
for the entire nondurables group. 


Apparel Stores 


Sales of apparel stores constitute approximately 
10% of total nondurable goods trade. Like food, ap- 
parel has never been in seriously short supply, and 
changes in the seasonal pattern since prewar have ac- 
cordingly been rather small relative to the changes 
which have taken place among the durables. Unlike 
food, however, the seasonal pattern itself shows wide 
fluctuations owing to the importance of styling and 
climatic factors in clothing sales. For men’s clothing 
stores, the average deviation (for both prewar and 
postwar periods) has been nineteen percentage points; 
for women’s clothing stores, sixteen percentage points. 

The high point of women’s apparel sales is the last. 
four months of the year, when approximately 40% 
of annual sales are made in anticipation of winter. A 
secondary sales peak is reached during the months 
of March, April and May, when new fashions and 
lighter garments are bought in anticipation of warmer 
weather. The seasonal indexes for March and April 
are in a constant state of flux because of the changing 
date of Easter. The seasonal for both months varies 
between 103% and 115%, depending upon the date of 
Easter. When one month goes up, the other generally 
goes down. 

Men’s clothing sales reach their peak during Octo- 
ber, November and December, when approximately 
34% of the year’s business is done. A secondary sales 
peak generally occurs in the spring. The seasonals 
for Easter sales in March and April fluctuate approxi- 
mately in line with the sales of women’s wear. The 
only noticeable change in the seasonal pattern since 
prewar has been a slight increase in the dollar impor- 
tance of sales made during the winter months, and a 
corresponding decline in summer sales. This change 
may have been caused by a shift in the price relation- 
ship of winter and summer clothing (a relatively 
faster rise in the prices of winter clothing) and pos- 
sibly also a greater participation by men in winter 
sports requiring special winter clothing. 


Department Stores 


While a substantial part of department store vol- 
ume is done in clothing, retail trade statistics classify 
department stores as general merchandise outlets. 

The seasonal pattern of total department store sales 
has shifted slightly but significantly. The summer 
months of July and August have gained in importance 
a total of eleven percentage points, and the fall months 
of September and October have suffered a correspond- 
ing decrease. In part, the change has been brought 
about by department store advertising seeking to 
increase sales during the habitually slow summer 
months. In addition, the growing number of em- 
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ployed persons enjoying paid summer vacations has 
stimulated sales. The marked shift to earlier Christ- 
mas shopping has raised the sales importance of No- 
vember and lowered that of December. The total of 
November and December has remained about un- 
changed. Other months of the year show no signifi- 
cant changes in buying habits. 

Both men’s and women’s clothing sales by depart- 
ment stores exhibit a seasonal pattern very similar to 
that of the retail clothing store. However, the depart- 
ment store has a markedly larger Christmas upswing, 
apparently because the variety of merchandise carried 
makes it a favored place to do Christmas shopping. 

Comparison of the seasonal pattern, in department 
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stores, of main clothing departments with that of base- 
ment departments reveals some significant differences 
(see chart on this page). For women’s wear, the sea- 
sonal level for the main store is lower during the spring 
and early summer, and higher from late summer 
through December. A possible explanation is that 
quality is a more important consideration in the pur- 
chase of winter clothing and gift items than it is for 
summer clothing. There is a roughly comparable re- 
lationship between the main store and basement 
departments for men’s and boys’ wear. 


Gasoline Filling Stations 


The sales of gasoline filling stations, classified as 
nondurable goods stores, reflect a seasonal pattern 
that parallels motor vehicle use, since the volume is 
heavily weighted by sales of gasoline. Since prewar 
there has been a small shift in the seasonal concentra- 
tion of filling station sales. The winter months have 
gained in importance from an average of 29% of total 
annual sales to 31%, and the spring and summer 
months have declined correspondingly. The shift has 
probably been caused by more reliable winter driving 
equipment, which, together with the growing popular- 
ity of winter sports, has increased the use of automo- 
biles during winter months. 


Grorce BENSON 
Division of Business Economics 


BUSINESS FORECASTS 


(Continued from page 86) 


downs and better merchandising, since cumulative mark-on 
is not likely to run any higher and may go lower. . . . I 
am sure it will lie well within the power of many depart- 
ment store organizations to double their 1951 spring earn- 
ings, before taxes, in the spring season of 1952.” 


Prices 


Dr. Jules Backman, professor of economics, New York 
University (in an address to Commerce Alumni of New 
York University) —“During 1952, we will have the realiza- 
tion of the shortages for hard goods and the inflation at- 
tending a government budgetary deficit. Nevertheless, in 
the absence of a breach of the wage stabilization program 
or the development of a new area of conflict, I would ex- 
pect price changes to be moderate in 1952. The present 
lull in inflation should not give way to a new period of 
price agitation.” 


General 


Garfield V. Cox, Dean, School of Business, University of 
Chicago (in an address before the National Electric Sign 
Association, January 21)—“Gross national product, which 
at annual rates is estimated at $328 billion for the third 
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quarter of 1951, is expected to rise to $356 billion for the 
fourth quarter of 1952. The Federal Reserve index of indus- 
trial production, lately 218, may at first decline slightly, 
but will probably rise to an average of 230 in the last quarter 
of the year. The consumer price index, recently 188, is 
likely by then to average 196.” 


Malcolm P. McNair, John Lintner, Edward C. Bursk 

(“Thinking Ahead (Our Economic Capacity To Meet De- 
fense Goals) ,” Harvard Business Review, January-Febru- 
ary, 1952]—“We estimate that the number of actively em- 
ployed workers (civilian and military) will increase from 
the 64.6 million of mid-1951 to 66.4 million at mid-1952, 
67.8 million in 1953, and 68.7 million in mid-1954. . 
On balance, it is perhaps reasonable to expect that output 
per man-hour will continue to increase at something in the 
neighborhood of 2% to 242% per year over the next two 
or three years. . . . It is reasonable to expect that the 
national aggregate output of real goods and services (the 
gross national product in terms of deflated prices) will show 
an increment of 6% by mid-1952 as compared with the 
summer of 1951, and that further increases of 5% and 4% 
can reasonably be expected in each of the subsequent two 
years. . . . Some time no later than the summer or early 
fall of 1952, the American economy will once again be 
under serious inflationary pressure, and . . . there is little 
possibility of supplies being in balance with demand be- 
fore 1954. . . . The ... figures for the situation of mid- 
1952 are summarized in [the table below] . . . along with 
the corresponding figures for 1953 and 1954. It should be 
noted that the farther such projections extend into the 
future, the less dependable they must be. 


(In billions of dollars) 


Mid- Mid- Mid- Mid- 
19511 1952 1953 1954 
Gross national product.............. 3828 347 364 379 
Less: Government purchases of goods 
and services 


Federal military >; 37.027: - = -. 35 65 95 65 
Federal nonmilitary..............- 8 8 8 8 
State and local............ BS ee 22 20 20 20 


Equals: Total goods and services avail- 
able for private investment and per- 


sonal consumption..............-. 263 254 261 286 
Less: Gross private investment...... 61 50 45 45 
Equals: Total goods and services avail- 

able for personal consumption...... 202 204 216 241 
Gross national product.............- 328 347 364 379 
Less: Indirect taxes, capital allowances, 

Chee ee enercets ee ne ae waren ses 51 54 58 62 
Equals: National income............ 277 «2938 3806S 817 


Less: Undistributed corporate profits 
and corporate taxes, minus net inter- 


est and net transfer payments...... 26 27 29 31 
Equals: Personal income...........-. 251 266 277 286 
Less: Personal ae ‘ Behe 5" a 28 32 33 35 

ls: Disposable (“‘spendable’’) in- 
aa Thee 3 : cieeieie yous re See caren 223 234 244 251 
Less: Voluntary personal savings..... Q1 18 19 13 
Equals: Desired consumption........ 202 216 225 238 
Desired consumption............--.. 202 216 225 238 
Less: Total goods and services avail- 

able for personal consumption...... 202 «204 = 216 4 
Equals: Magnitude of inflationary gap 0 12 9 8a 


Note: All projections are in terms of mid-1951 prices and are at annual rates. 
Actual; average of second and third quarters. 
a Negative; indicates slight deflationary effect. 
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Leo Barnes, economist, Prentice-Hall (in an address be- 
fore the New York Institute of Credit, January 30) —“Over- 
all, in 1952, total consumer spending for soft goods, hard 
goods and services combined is likely to rise a bit closer to 
the normal levels warranted by available buying power. The 
rate of consumer savings will continue high in 1952, but 
probably not quite so high as in the third and fourth 
quarters of 1951. Price ceilings, together with the moderate 
unavailability of some hard goods later in the year will 
help keep the unspent part of consumers’ income at high 
levels. Since spendable income will be rising, for 1952 as a 
whole, the total of consumers’ savings may well exceed the 
1951 total of about $18.5 billion, even though the rate of 
savings may be somewhat lower than in 1951.” 


Manpower 


Bureau of Labor Statistics (press release, February 11) — 
“Manpower needs for the defense program and for expected 
levels of civilian output will increase by an estimated 31% 
million over the next two years. . . . The pressures on man- 
power supply are expected to be greater in 1953 than in 
1952. . . . In 1952, expanding manpower requirements for 
the defense program will be partly offset by reductions in 
nondefense employment resulting from curtailed supplies 
of metals for civilian uses. The expected net gain in man- 
power needs totals 1.5 million (including scheduled armed 
force buildup) for the period between fourth quarter 1951 
and fourth quarter 1952. . . . To provide the additional 
manpower needed this year, the total labor force would have 
to be expanded by an estimated 1.2 million, to 67.7 million 
by the fourth quarter of 1952. This projected increase equals 
the gain achieved during 1951, and exceeds the “normal” 
annual increase by about 400,000. . . . In 1953, we may 
expect a sharp intensification of the pressures on labor 
supply. . . The projected increase in total manpower 
needs for 1953 may require recruitment of more than 1 
million ‘extra’ workers from reserve groups in the popula- 
tion, over and above the gains that may be forthcoming 
from further reductions in unemployment and from normal 
growth of the labor force.” 


Metals and Products 


Steel (January 14) —“Production of actual military items 
—rather than the machinery to make them—will distinguish 
the new year. Airplane output should increase over 1951 
levels by about 115%. Electronics manufacture is due to 
rise about 268%. The machine-tool industry will be oper- 
ating at more than double the shipment rate of $619 million 
achieved in 1951. Shortages of basic materials will be most 
acute during the second and third quarters of 1952, but the 
situation should be better—especially in steel—in the closing 
months of 1952.” 


Fats and Oils 


Bureau of Agricultural Economics (Fats and Oils Situ- 
ation, released January 28) —‘‘Production of fats and oils, in 
the year which began October 1, 1951, probably will total 
over 12.5 billion pounds, 0.2 billion above the record of a 
year earlier. Increases in cottonseed oil and lard will more 
than offset drops in butter, soybean, peanut, and linseed 
oils. Total output includes the oil equivalent of domestic 
oilseeds exported for crushing.” 


WE HAVE MORE FARM LAND—AND 


160 
INDEX NUMBERS, 1910 =!00 


With two minor exceptions, each 
Census during the past hundred 


ee years has shown an nese in 
area designated as "all land in 

SIZE OF FARMS farms.'' The same cannot be said 

120 of the average size of farms, 


which, however, has been rising 
sharply since 1935. Considerable 
N a areas of land not actually under 
a8 cultivation (as well as some land 
not even used for pasture or 
grazing) are included if the land 
80 was under control of the oper- 
ator and considered a part of his 
farm. 


60 ALL LAND IN FARMS For the country as a whole, the 


typical farm has 211 acres. Farms 
of 1,000 acres and over are most 
frequently found in the West, 

40 where vast grazing tracts are 
common. 


1850 60 gO, "80:55 “90 1900; | 710 720) 30 40 50 


NO) II celal lg 2) Sate efile SVS ISS ER 
g 
S FARMS, BY SIZE, APRIL, 1950 
$ PER CENT DISTRIBUTION 

40 -------p-- Qa an-- n-ne anna nn enn] | ------------------------------------------------- - 


30-99 ACRES 


1.000 ACRES & OVER 


Ape Gs (CieOare sek 
TOTAL UNITED STATES 


Al 6 S°Cra 0 aac 
WEST 


F 


100 BUSINESS RECORD 


BIGGER FARMS AND BETTER EQUIPPED 
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A preliminary Census estimate places the average value of all products sold per farm in 1949 at $4, 


About the same number (21.5%) had sales of only 


$250 to $1,000. Nearly four out of every hundred farms had tractors in 1920 and two out of every hun- 


000. 
dred had motor trucks. By 1950, the proportions had grown to forty-six and thirty-three. 
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FINANCIAL NOTES AND FOOTNOTES 


That March "Squeeze"—How Tough? 


That financial pincer movement—of swollen Mills plan 
tax payments, of reduced corporate liquidity and of 
stubborn inventories—is about due to close its jaws. 


Prevailing appraisals of its probable severity vary 
widely. A few seem to stick to their estimate that mid- 
March money market conditions are due to make last 
December look like a bull market in governments. On 
the other extreme are the optimists who doubt whether 
much out of the ordinary will happen. In-between are 
all shades of opinion. We shall not have long to wait 
to see who is right. 

The rather special situation in the March money 
market this year presents two different but related 
aspects. They both grow largely out of heavy impend- 
ing corporation tax payments. 


The first question concerns the ability of corporations 
to meet these payments out of resources now in hand. 
Here, of course, is the problem of corporation liquidity 
ratios, about which a good deal has been heard in 
recent months. 


The second and related aspect of this general situation 
has to do with the money market. Are the banks in a 
position to take, and will they absorb, such govern- 
ments as corporations must dispose of? Will those 
corporations that must borrow for tax purposes find 
it difficult to obtain accommodation at their banks? 
Will lending banks be forced to obtain funds for this 
purpose from the Federal Reserve only under condi- 
tions they do not like? 

Certain pertinent observations are possible. 


1. Commercial banks are at the moment pretty well 
loaned up. That is to say, their reserve position is 
comfortable but not more than comfortable. These 
institutions have been able to reduce their indebted- 
ness to the Reserve banks since the turn of the year, 
but many of them, notably interior banks, are still 
more in debt than they like to be. 

But they have large holdings of governments which 
could be sold to the Reserve banks (if the Reserve 
banks will take them), or used as collateral for short 
loans from the Reserve banks if they must borrow. 
No very marked progress in the liquidation of inven- 
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tories is in evidence, so that loans made for tax pay- 
ment purposes may well be largely net additions to 
short-dated indebtedness. 


2. The Federal Reserve banks have been able to bolster 
their position considerably since the December squeeze. 


They now own no Treasury bills, and their holdings 
of other shorter-dated obligations have been appre- 
ciably reduced, while their longer-term bonds have 
remained about unchanged. Discounts and advances 
have been greatly reduced, although not fully liqui- 
dated. Should the Federal Reserve feel disposed to 
do so, it could bolster member bank reserves by a 
billion or two without becoming more extended than 
it was in December. 

It is everywhere assumed that depository banks will 
be permitted to carry March tax payments to their 
so-called X accounts, as has been the case during the 
past year. Otherwise such large tax payments would 
produce an artificial strain on the money market 
during the interval between the payment of the taxes 
and the utilization of the funds by the Treasury. 
Of course a certain immobilization of funds is involved 
in this use of the tax and loan account, but the net 
effect is much less stringent than that which other- 
wise would be produced. 


is less easy to gauge. It is in this area that the widest 
variation occurs in current appraisals and forecasts. 
This divergence of view is, no doubt, in substantial 
part owing to want of comprehensive current statis- 
tics. The best evidence available suggests that the 
larger well-heeled corporations have been able to pre- 
pare themselves for these large tax payments without 
hardship. It is, however, usually the smaller and 
somewhat less well-financed corporations that feel a 
pinch of the sort now envisaged for March. Reports 
reaching the New York City money market suggest 
that there are many corporations about the country 
which will find it necessary to obtain substantial bank 
accommodation in order to meet March income- and 
excess-profits tax payments. If these reports prove 
accurate, it may be the banks in interior cities, and 
perhaps the Federal Reserve banks in other cities, 
that will be called upon to do most of the accommo- 
dating in March. 
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However, Federal Reserve purchases of governments 
are now controlled by the Open Market Committee 
which directs the open market operations of the in- 
dividual Reserve banks. Precisely how such pur- 
chases would be handled in the circumstances arising 
in March remains to be seen. 

Of course, some of the factors already discussed 
will continue to be operative after the end of March. 
As the Treasury calls up and spends the funds it 
collects in March, new economic forces will be gen- 
erated. Tax payments in one volume or another must 
be made in April and May; and June is another major 
income-tax collection month. There are some observ- 
ers who are now inclined to believe that the June 
squeeze will be more troublesome than that in March 
—corporations having somewhat exhausted themselves 
in making their March payments. 

And there are persistent reports that the Treasury 
is now planning, or at least considering, anticipating 
some of its second-half needs by borrowing before the 
first half is over. 


Who'll Buy My Lavender? 


The question refers to the second half of 1952. The 
squeezes in March and possibly again in June will— 
unless other factors enter—probably pass within a 
relatively short period. Since corporations are obliged 
to pay some 70% of their income taxes in the first 
half of the year, there will naturally be only 30% 
for them to pay in the second half. Thus the Mills 
plan of payment adds to the burden in March and 
June—but by the same token lightens it in Septem- 
ber and December. 

The problem of the second half is of a different order. 
It has to do not with short-term squeezes nor with a 


temporary need for cash but with ways and means of 


financing the Treasury, which says it must borrow up- 
wards of $10 billion during the year ending June 30, 1953. 


It would appear almost certain that if the Treasury 
has to borrow any such amount during that twelve- 
month period it will be obliged to find most of it 
during the last six months of the calendar year 1952. 
Corporations next year must pay 80% of all income 
taxes by the end of June. It is accordingly probable 
that any deficit incurred during the second half of the 
1953 fiscal year will be much smaller than in the first 
half, to say the least. To be sure, the Treasury may 
anticipate its later needs by some borrowing prior to 
June 30, 1952, but the amounts are not expected to be 
very large. 

Where, then, can the Treasury borrow $10 billion 
between June of this year and January of next? The 
sources from which such funds usually come may be 
grouped into four categories: 


1. Nonfinancial corporations. 
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2. Certain large investing institutions—notably life 
insurance companies, mutual savings banks, and savings 
and loan associations. 

3. Individuals—whose major holdings are savings bonds. 

4. Banks—Federal Reserve and commercial. 


There is considerable difference of opinion as to 
whether or in what degree nonfinancial corporations are 
likely to buy Treasury obligations in the latter half of 


the current calendar year. Such corporations normally 
accrue Income-tax liability, and in recent years have 
been using the funds reserved against these liability 
accruals to pay taxes due on profits of the previous 
year. Thus so long as these reserves in any given 
period equaled or exceeded payments on tax liabilities 
arising out of previous profits, no drain upon liquid 
assets was caused by income-tax payments once an 
adequate level of reserves had been built up. 

However, last year the rates of taxation on income 
were sharply increased at the same time that a new 
system of payment was instituted. This latter, ordi- 
narily termed the Mills plan, advanced the date of 
payment of such taxes, with results analogous to 
those developing from the transition some years ago 
when individual income-tax payments were changed 
to a pay-as-you-go system. One result of all this is 
that tax accruals in the first half of the fiscal year 
probably will not equal tax payments, while in the 
second half such accruals may exceed tax payments. 

Will nonfinancial corporations then increase their 
holdings of governments in the second half of this 
calendar year? There are several alternatives. They 
may elect to dispose of substantial amounts of their 
present holdings of governments in order to meet their 
March and June tax payments. Or they may rely 
more heavily upon bank loans to supplement their 
cash. When the pressure lightens in the second half 
they may use available cash to replace their’ holdings 
of governments or to reduce bank loans as circum- 
stances at that time suggest. Current estimates of 
the purchases of governments by these corporations 
in the second half now run from nothing to several 
billions. 


Anticipating Tax Payments 

Corporations are expected by many to buy tax 
anticipation instruments chiefly. To the extent that 
they do so, the net result would be that the initial 
borrowing by the Treasury would take place in the 
first half of the fiscal year; but the Treasury would 
be under the necessity of finding funds in the second 
half to meet requirements which otherwise would 
have been met by cash tax payments. Borrowing for 
this latter purpose might be regarded as a sort of left- 
handed refunding. But owing to the highly special- 
ized nature of the factors involved, it might 
prove about as troublesome as finding new money. 
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The fact remains that some $10 billion, according to 
budget estimates, will have to be obtained through 
loans during the second half of this calendar year. 


The consensus at the moment appears to be that 
investing institutions will take relatively small amounts 
of Treasury obligations at present yields in any event. 


Insurance companies are well committed through the 
first half (some of them through the full year), and 
comparative current yields strongly favor mortgages 
or corporate securities or loans. All current estimates 
of plant and equipment expenditures suggest that 
business will be seeking funds throughout this year 
at least. Some uncertainty surrounds the situation 
as respects savings banks. But rising rates on de- 
posits tend to render yields on investments more im- 
portant, and hence to tip the scale against govern- 
ment obligations with their relatively low yields. 
Savings and loan associations, if they accumulate 
some cash as is expected in some quarters, may or 
may not prefer to reduce their indebtedness rather 
than buy governments. Nevertheless some students 
of the situation expect these institutions to buy mod- 
erate amounts of government obligations during the 
second half of this year. 


Individuals Have Idle Funds 


As yet there is no indication that individuals are be- 
coming any more disposed toward buying Treasury ob- 
ligations. What would happen in the second half were 
the Treasury to announce a new issue of savings 
bonds with features dramatically more favorable is an- 
other story. Individuals have been accumulating cash 
for a good while past. They seem to be still inclined 
to do so. By midyear they should be in a position 
to take up very substantial amounts of Treasury 
obligations if they believe the terms are right. 

This leaves the banks. It may be taken for granted 
that the Treasury will expect the banks to take up any 
part of the $10 billion that is not placed elsewhere. 
If the past is a safe guide, the banks (Federal Reserve 
and commercial) will at one time or another yield to 
the demand. Current estimates of what part of this 
additional indebtedness will find its way into the 
banks vary inversely with estimates of what other 
groups can be persuaded to take up. Predictions 
have recently been made that the banks will ultimately 
take the full $10 billion; other guesses assign a much 
smaller portion to the banks. Very few believe that the 
banks will take none. 


Most prognosticators would reserve the right to call 
off all bets were a dramatically altered interest rate 
policy to be adopted by the Treasury. 


Frepertck W. Jones 
Division of Business Economics 


PRICES, EARNINGS 
AND PAYROLLS IN ‘51 


HE BOARD’s index of consumers’ prices rose 

again in December. The index for the fifteenth of 
that month was 179.8, compared with 179.3 in Novem- 
ber and 170.1 in December, 1950 (January, 1939=100). 
The twelve-month rise amounted to 5.7%, in con- 
trast to the 6.6% increase recorded in 1950. 

Food provided the chief upward thrust both on a 
percentagewise basis and because of the heavy index 
weight carried by this component. The year-to-year 
rise was 8.1% and this increase accounted for 6.0 
points of the 9.7-point rise in the all-items index as 
shown by the accompanying chart. Next in impor- 
tance was a 6% advance in housing costs which in turn 
accounted for 1.3 index points. 

Other components figured as follows: clothing, up 
2.8%, responsible for 0.4 index points; fuel up 2.5%, 
or 0.2 index points; housefurnishings up 2.8%, or 0.2 
index points; sundries up 3.5%, or 1.6 index points. 

The other side of the coin shows a 5.4% reduction 
in the purchasing value of the consumer dollar dur- 
ing 1951. If January, 1939, equals 100 cents, by 
December, 1951, the dollar had shrunk to 55.6 cents 
compared with 58.8 cents a year earlier. At the pres- 
ent rate of deterioration, the “fifty-cent dollar” will 
soon be more than just a figure of speech. 

Except for the February-April drop in the price 
of groceries, which was in part seasonal, there was a 
fairly steady increase in food prices, notwithstanding 
generally favorable crop conditions. In view of the 
favored treatment given to farmers, it is not surpris- 
ing that this sector recorded the biggest price rise 
over the year. 


SOME HIGHLIGHTS 


Last year was further marked by inventory liqui- 
dation, as producers, distributors and retailers worked 
off heavy stocks of consumers’ goods accumulated in 
the post-Korean scare period when stocking up ap- 
peared to be good business. In fact, many lines were 
marked by below-ceiling pricing, and it was not in 
the nature of things to put the effectiveness of OPS 
controls to any severe test. 

Employment fell off as usual between November 
and December, with agricultural work seasonally 
slower. Total employment early in December was 61 
million against 61.3 million for November, according 
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to the Census Bureau. Agricultural employment 
dropped off about 650,000 from November. Heavy 
snows and cold weather contributed to the sharp de- 
cline, with the total standing about 1.7 million under 
the summer peak figure. It was, nevertheless, almost 
150,000 over December, 1950. Employment on the 
farm averaged 7.1 million in 1951 against 7.6 million 
in 1950 and 8.1 million in 1949. This suggests a con- 
tinuation of the longer-term shrinkage in the farm 
labor force. 

Nonagricultural employment was 54.6 million in 
December, as against 54.3 million in November.! Holi- 
day employment of women in trade accounted for 
most of the increase. Some upturn in factory hiring 
was also noted. For the year, nonagricultural em- 
ployment was at high-record level, averaging 54.0 
million. This was 1.5 million more than in 1950 and 
3.3 million above 1949. 

Unemployment again declined—from 1.8 million in 
November to 1.7 million in December—with many 
women locating jobs in retail trade and factory work. 
Unemployment again established a postwar low in 
1951, averaging 1.9 million, or about one half the total 
of the two preceding years. The unemployment rate, 
defined as the proportion of persons in the civilian 
labor force looking for work, was around 2.7% in 
contrast to 3.6% for December, 1950. 


WORK WEEK WAS UP 


The Department of Labor reports that the work 
week in mid-December averaged 41.2 hours. In No- 
vember, it was 40.5 hours, and for December, 1950, 
it was 41.4 hours. For a number of consumers’ goods 
1 Bureau of the Census 
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industries, month-to-month gains were well above 
seasonal expectations. 

Additions of more than one hour to the work week 
were reported by the furniture, jewelry, silverware, 
textile and shoe industries. Despite the December 
rise, these consumers’ goods industries were generally 
operating at a slower pace than in the corresponding 
1950 month. 

Manufacturing as a whole was working a shorter 
week than a year earlier, notwithstanding longer hours 
in defense-connected industries. These latter included 
ordnance, machinery, electrical machinery and instru- 
ment makers. A 47-hour week in metalworking ma- 
chinery reflected heavy requirements for machine 
tools in the defense program. 


AVERAGE EARNINGS UP TOO 


Largely because of the long work week, average 
weekly: earnings climbed to $67.36 in December— 
$1.55 higher than in November. Earnings in Decem- 
ber, 1951, were more than 5% higher than in Decem- 
ber, 1950. Hourly earnings of factory workers includ- 
ing overtime and other premium pay, amounted to 
$1.64 for December—one cent more than in November 
and nine cents above December, 1950. Wage adjust- 
ments over the year, plus shifts from lower-paid to 
higher-paid industries, accounted for much of the 
longer-term rise. 

Scarcity of critical materials and slackened con- 
sumer demand for some articles have resulted in areas 
with serious unemployment problems, according to re- 
ports. On the other hand, the number of people work- 
ing in industry, commerce and government hit a rec- 
ord of 47.5 million in the middle of December. This 


What Happened to Consumer Prices in 1951 
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SUNDRIES 


Effect of Increase on Index 


9.7 INDEX POINTS = 100% 
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Consumers’ Price Index for Fifty-four Cities, and Purchasing Value of the Dollar 
Index Numbers, January, 1939=100 


4 Clothing Fuel? House- Purchasing 
Weighted u Z 
Date hvcaae ol ‘ood Housing! ene Sundries pat _ 
Me Total Men’s Women’s Total Electricity Gas 
1950 December........... 170.1 221.5a| 116.9 150.4 165.4 iSien 132.4 90.4 101.2 165.9 161.4 58.8 
Annual average...... 163.4 208.8 115.6 144.7 158.4 133.2 130.5 90.4 101.8 153.0 157.6 61.2 
Y 58.1 
1951 January............ 172.2 225 .9 117.1 152.7 169.1 138.9 132.6 90.4 101.1 169.5 162.0 : 
meee SO anemotloeneterens 174.7 231.3 118.1 154.5 171.2 140.3 134.7 90.9 101.0 172.2 162.5 gs 
Marchesa siete 174.1 229.0 118.3 154.8 171.6 140.5 134.7 90.9 101.0 172.8 162.7 Al 
Aprileces sae. cree 174.4 228.7b) 119.8 155.1 171.9 140.9 134.7 90.9 101.0 173.1 163.2 57. 
May Sirkey. aperrsss tates 175.1 930.9 120.0 155.0 172.1 140.6 132.8 91.0r} 101.3 gL hrf 163.4 57.1 
SUNG Meer eres 175.2 231.1c} 119.9 154.9 172.8 139.8 133.5 90.8r| 101.4 173.2 163.3 ty ( 
OUl Yee rece tetas 176.2 232 .9d) 121.3 154.8 Li2.7 139.7 133.8r 90.8r| 101.5 173.4 163.6 56.8 
August sats snntceen 176.2 2327 122.0 155.1 173.5 139.5 134.2 90.9r| 101.4 172-2 163.6 56.8 
September.......... 176.7 233.5e) 122.3 156.6r| 174.9 141.0 134.7 90.9r| 101.4 170.9 163.7 56.6 
October... ..5..c60.06 5% 177.2r| 235.0 122.7 156.3r| 175.0r| 140.67) 135.0 90.9r} 101.4 169.9 163.5 56.4r 
November.......... 179.3r| 239.8fr); 123.8r) 155.17} 173.2r| 137.87) 135.4 90.97} 101.6 170.3 165.0 55.8 
December........... 179.8 239.59) 123.9 154.6 fae f 139.2 135.7 90.9 101.6 170.5 167.0 55.6 
Annual average...... 175.9 232.5 120.8 155.0 172.6 140.1 134.3 90.9 101.3 Wf Ars 163.6 56.9 
Percentage Changes 
Nov., 1951 to Dec., 1951..] +0.3 -0.1 +0.1 -0.3 | 0.3 | -0.4 +0.2 | 0 | 0 | +0.1 +1.2 0.4 
Dec., 1950 to Dec., 1951...| -+5.7 +8.1 +6.0 +2.8 +4.4 +1.1 42.5 +0.6 +0.4 +2.8 +3.5 —5 .4 
1 Rents surveyed quarterly for individual cities. 6b Based on food prices for April 16, 1951. e Based on food prices for Sept. 17, 1951. r Revised. 


2Includes electricity and 


a Based on food prices for Pecessber 14, 1950. 


figure reflects seasonal factors which were more than 
enough to offset reductions in construction and other 
outdoor activities. 

The 1951 average of 46.4 million nonfarm workers! 
was the highest ever and stood almost 2.5 million 
above the 1950 average. Manufacturing industries 
report a slight decline from November to December 
as a result of reduced work forces in canning and lum- 
bering. They stood 85,000 over December, 1950. Some 
other reductions are reported in consumer goods indus- 
tries affected by reduced supplies of critical materials 
or shrinkage in consumer demand, but most of the 
defense-type industries added workers to the payrolls. 

For the year as a whole, government (including 
federal, state, and local agencies) added the largest 
number of employees. The total was just under a half 
million from December, 1950, to December, 1951, 
with most of these being hired by Federal Govern- 
ment. Least in importance was trade, with a net in- 
crement of 155,000 for the twelve-month period. Con- 
tract construction, finance and manufacturing fol- 
lowed in that order, with transportation and public 
utilities and service the other major categories to 
show a year-to-year gain. A decrease of some 37,000 
bituminous coal miners accounted for a net decrease 
in mining for the year. 


STRIKE LOSSES LOW IN 1951 


A postwar low in strike losses was recorded in 
1951. Compared with 1950, idleness from strikes 
was down more than 40%. Last year’s losses were 
only one fifth as great as 1946, which was the all-time 
1 Bureau of Labor Statistics 


c Based on food prices for June 14, 1951. 
d Based on food prices for July 16, 1951. 


f Based on food prices for Nov. 14, 1951. 
gBased on food prices for Dec. 12, 1951. 


high. Although the picture last year looked favor- 
able, judged by records of recent years, idleness from 
strikes was still substantial compared with war years 
and prewar years. Even the 1937 sit-down strikes re- 
sulted in losses only moderately higher than last year. 


MANY WAGE SETTLEMENTS 


Of the 99 wage adjustments confirmed last month, 
all but two were retroactive to 1951 dates, with the 
larger number of them tied to cost-of-living increases 
of the last quarter. A number of test cases are being 
presented to the Wage Stabilization Board involving 
raises over the principal amounts granted by the 
WSB under General Wage Regulations 6 and 8. 

Fringe benefits or wage-related practices were liber- 
alized in about one out of every five settlements con- 
firmed last month. Longer vacations and better group 
insurance were those most frequently mentioned. One 
out of twenty gave additional holidays. 

Wage earners were not the only ones benefiting from 
cost-of-living adjustments or generous fringe benefits. 
One out of every four of the settlements noted in- 
volved salaried personnel. Weekly raises ranging from 
$2 to $5 and from 1% to 5% were recorded. One out of 
ten settlements brought nonunion employees into line 
with cost of living adjustments. One company granted 
Blue Cross and life insurance but did not mention 
more money. Over the past two months the paper 
industry has dominated the wage settlement tabula- 
tions. Almost one out of six settlements last month 
was in the paper industry, with most of the settle- 


ments in that industry providing for cost-of-living 
raises. 
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SELECTED BUSINESS INDICATORS 


A Ss : De f Co ; i i i 
The Share of Defense in 1951 Pater getecey ete eed 


310 20 
BILLIONS OF DOLLARS BILLIONS OF DOLLARS PER CENT 
305 
300 15 
295 
10 
290 
285 5 
280 
205 0 
4th Ist end 3rd 4th 4th Ist 2nd 3rd 4th 4th Ist 2nd 3rd 4th 
1950 1951 1950 195I 1950 1951 
Output of goods and services for Other public and private output The defense share of total output 
defense rose about $20 billion was stable rose from 8% to 13% 
1952 1951 Percentage Change 
noes Januaryp December November January pee meen 
Month Ago Year Ago 
Production and Business Activity— ama Oh 
Industrial production, total (S)............ 1935-39 = 100 218 218 |r 219 221 0 -1.4 
Durable! goods (S) 08. ee, kG we eine 1935-39 = 100 281 |r 280 |r 277 268 +0.4 +4.9 
Nondurable BOOS) eth. aye Pek Se cts 1935-39 = 100 185 |r 185 188 201 0 -8.0 
MineralsS)o-2 en. oon tee ea 1935-39 = 100 166 |r 164 |r 170 164 +1.2 +1.2 
Consumer durables (S).................... 1947-49 = 100 n.d. 95 Ir 103 163, -7.8 -41.7 
Machine, tools! %..20.6.4 sacbos saa ccd se ee e 1945-47 = 100 266.3 |r 264.7 226.0 114.3 +0.6 +133.0 
Construction contracts awarded, residential .|| million dollars 338 346 444 421 2.4 -19.8 
Construction contracts awarded, other..... .|| million dollars 564 888 488 622 -36.5 -9.3 
etailisales (See eee) Se... million dollars n.a. |r 12,818 |r 12,492 12,611 -1.4 —2.3 
Retail inventories (S)*.........0.........- million dollars n.a. 18,310 |r 18,280 17,793 +0.2 +2.9 
Department store sales (S)................ 1947-49 = 100 107 109 112 125 -1.8 -14.4 
Department store inventories (S)?.......... 1947-49 = 100 n.a. 119 117 122 +1.7 -2.5 
Manufacturing sales (S)..................- million dollars n.a. |r 21,253 22,267 21,048 —4.6 +1.0 
Manufacturing inventories (S)?............ million dollars n.a. 41,957 41,673 33,253 +0.7 426.2 
Manufacturing new orders................ million dollars n.a. |r 21,340 22,717 22,871 -6.1 -6.7 
Manufacturing unfilled orders?............. million dollars n.a. |r 61,938 |r 61,916 39,948. 0 +55.0 
Carloadings, total®: : 2..52..6..6.22..000- thousand cars 17 688 790 743 +4.2 -3.5 
Carloadings, miscellaneous’................ thousand cars 357 343 381 370 +3.9 -3.7 
Prices, Wages, Employment— ° 
Basic commodity prices DAE fa See are Pe he va veld dhs oe Aug. 1939=100 323.8 $28.1 327.5 383.9 -1.3 -15.7 
Wholesale commodity prices, all........... 1926 =100 177.3 177.8 178.3 180.1 -0.3 -1.6 
AE Srriaey ene ea tad dsr ois eaten 1926 = 100 191.5 193.6 195.1 194.2 -1.1 -1.4 
Wurclustrin leer Caton siom.srer osae arate 1926 = 100 166.6 166.9 166.9 170.3 —0.2 —-2.2 
Consumers’ price Tht Ve) Ae eee a, Seen ae 1935-39 = 100 189.1 189.1 188.6 181.5 0 +4.2 
Farm parity price ratio................... 1910-14 = 100 105 107 106 110 -1.9 4.5 
Non-agricultural employment.............. thousands 53,540 54,636 54,314 52,993 -2.0 +1.0 
Unemployment. 5.24) «5202's les Sete setae thousands 2,054 1,674 1,828 2,503 +22.7 -17.9 
Factory employment....................- thousands 12,750 |r 12,906 |r 12,907 13,018 -1.2 -2.1 
Average weekly hours worked, manufacturing] number 40.7 41.2 40.5 41.0 -1.2 -0.7 
Average hourly earnings, manufacturing. .. .|| dollars 1.641 1.635 1.625 1.555 +0.4 +5.5 
Personal income (S)5..............+2+0-055 billion dollars n.a. 257.1 |r 256.5 244. 4a +0.2 +5.2 
Finance and Government— 
Bank debits, outside New York City®....... million dollars 74,953 76,049 |r 72,428 75,017 -1.4 -0.1 
Business GANS coos e cote sakes ees million dollars 21,315 21,315 20,813 17,990 0 +18.5 
Consumer instalment credit outstanding’. . .|| million dollars n.a. |r 13,488 |r 13,261 13,459a) +1.7 +0.2 
Privately held money supply?.............- billion dollars n.a. 185.7 182.7 176.9 +1.6 +5.0 
Federal budget receipts................--- mnillion dollars 4,953 5,279 3,521 4,448 -6.2 +11.4 
Federal budget expenditures............... million dollars 5,455 5,627 5,178 3,808 -3.1 +43.3 
Defense expenditures............-...0-055 million dollars 3,842 3,440 3,428 1,881 +11.7 +104.3 
Federal budget surplus or deficit, cumulative4] million dollars —7,969 7,467 —-7,120 +41 Pete 
S Adjusted for seasonal variation *Average weekly | | 140 centers apy aoe 3 Desehaie tic 
Ee "of Seen wr Bbie gars 2 daiy So A oe Coe ot oonth indicated p Preliminary 


Sources: Association of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistics; Department of Commerce; F. W. Dodge Corp.; Federal Reserve; 
National Machine Tool Builders Association; Treasury Department; Ton ConrerENce Boarp 
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What Cooperators Say 


“CMP Hasn't Helped Enough” 


(See article on page 90) 


METAL INDUSTRIES 


Air Conditioning 


“We have fared pretty well under CMP during both 
the third and fourth quarters of 1951.” 


“There has been some improvement since the start of 
this mess, because manufacturers by sheer weight of ‘hol- 
ler’ have pounded out material on emergency orders; but 
this is no way to run a department.” 


“We have been able to acquire material in sufficient 
quantities so that we have a higher year-end inventory. 
We have explained to the government that due to pres- 
ent very long delivery schedules from suppliers it is mani- 
festly impossible to limit inventories to only sixty days’ 
supply on such things as copper and brass items, or only 
forty-five days’ supply on stainless steel items.” 


* * * 


“We should like to see earlier filing of CMP-4B appli- 
cations, earlier granting of allotments so as to get into 
mill schedules, larger advance allotments for future quar- 
ters, and better determination of the essentiality of vari- 
ous industries in the defense program.” 


“While a great many businessmen are worrying about 
material shortages, this seems to be entirely anticipatory, 
based not on existing inventories on hand but rather on 
the dire reports of government officials concerning future 
planned cutbacks. Our purchasing department says that if 
you look hard enough you can find a reasonable supply 
of just about anything.” 


* * * 


“We do not anticipate any easing in materials during 
the next nine months, except perhaps in aluminum. Nickel 
and tin are expected to get even tighter in supply.” 


* * * 


“There never has been any need to accelerate scrap re- 
covery in a modern industrial plant. We are just as inter- 
ested in getting our money out of scrap as the buyers are 
in getting it. Years ago, when steel was two cents a pound, 
percentage produced in scrap was of no great moment. 
Salvage didn’t pay off. Over the years this situation has 
changed. The scrap produced in a given plant today is 
less than half what it used to be. We buy original steel 
closer to size; we re-use a lot of it. Thus, we get more 
out of a given sheet and the scrap is just naturally less.” 


“We have accelerated our recovery and conservation 
programs. Scrap of all types moves out of the plant daily 
into the channels for return to mills. But this has been of 
no aid to us.” 


Autos and Equipment 


“It has definitely been easier to obtain sheet steel, which 
we use in our products, since CMP was instituted; prior 
to CMP we were having an extremely difficult time ob- 
taining enough sheets and had to resort to ‘brokers’ for 
a rather substantial portion.” 


“It has been more difficult to obtain material since 
CMP, because too much valuable time is lost in get- 
ting the tonnage from the industry division to the end 
product.” 


“The assignment of allotments for the second quarter 
of 1952 is going to be the worst we have experienced. 
Final allotments for this quarter are not expected prior 
to February 1. Any allotments received on materials re- 
quiring a 75-day or greater lead time on February 1 will 
be worthless, for we will be well past the order lead time 
specified on CMP regulations.” 


* * * 
“Our principal suggestion for the improvement of CMP 
would be to drop allocations entirely on everything ex- 


cept A through E items. Many so-called supporting items 
have no value to the economy except political.” 


“Industry is required to keep too many detailed records; 
for instance, some records require ‘pounds’ where ‘tons’ 
would be a more realistic measure.” 


* * * 


“Our greatest trouble is getting sufficient allotments from 
Washington to obtain the items that are offered us freely. 
Cold-rolled sheets are a good example. In November this 
item became easy. NPA guessed wrong. They were three 
months in arriving at their guess and will be another three 
months in correcting their error. Lead time from industry 
division to the end product is six months at the best. 
We are not permitted to operate that far ahead. Any- 
thing at the mill which requires special treatment such as 
special analysis, heat treatment, shearing, ete., is difficult 
to get.” 


“Copper and stainless steel are the materials which we 
have found most difficult to obtain, but to date we have 
not been too seriously affected in our production; although 
we must admit we have been worried many times that pro- 
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duction would have to be curtailed. Our product is a vitally 
needed one, for both defense and civilian requirements, 
and this of course has a bearing on the treatment we have 
received.” 


“Difficulty in securing materials presents no particular 
problem, as our production has been controlled by the 
government on a unit basis, and the procurement of mate- 
rials has had no bearing on our ability to produce. How- 
ever, government limitation orders on certain basic ele- 
ments have caused us considerable difficulty in engineering 
substitutions, and might in some specific instance be a 
limiting factor on our ability to produce certain features 


of our automobiles.” 
* * * 


“There may be an easing in steel about the first of 
next year, but in the meantime we foresee perhaps a tighter 
situation for a period of a few months.” 


“We do not expect any easing on alloy steel bars and 
aircraft requirement forgings during the next six to nine 
months unless NPA takes a more realistic approach to the 
allotment of alloying elements for superalloys, and unless 
they take some really constructive steps in increasing heav- 
ier forging capacity.” 

* * * 

“Tt is our custom to turn back scrap into the mills as it 
accumulates. We do not allow brass scrap to remain on 
hand, and we check our old equipment at frequent inter- 
vals to determine whether any of this can be safely sold.” 


Electrical Appliances and Supplies 


“It is impracticable to make any real comparison of 
third- and fourth-quarter allotments under CMP. Gener- 
ally, our defense-supporting plants and units have received 
-adequate allotments, while those having a nondefense status 
have suffered allotment reductions. Thus any percentages 
would reflect little as to the over-all picture.” 


“CMP in my opinion is the result of the efforts of a 
number of able and experienced persons and presents a prac- 
tical system of materials controls in a period of emergency.” 


“Recently, certain materials procured by use of DO 
ratings have come into more plentiful supply, as exem- 
plified by the fact that controls have been relaxed and 
virtually removed on such materials. Controls should be 
removed when it is indicated that supply and demand are 
in balance.” 


“From our viewpoint, there is no improvement in avail- 
ability and delivery of materials on DO ratings. Many 
suppliers apparently pay little attention to such ratings.” 


* * * 


“CMP operations could be improved if automatic allot- 
ments were issued on a percentage of base usage, thus elim- 
inating the necessity of filing applications each quarter. 
This would permit Washington personnel to function only 
where special handling was indicated.” 
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“Shortages of copper and steel have tended to limit pro- 
duction, although our output is rated as essential to the 
defense program.” 


“We have most difficulty in obtaining sufficient copper, 
nickel, aluminum and aluminum alloys. Restrictions on 
producing goods, plus insufficient allocations, have cut 
down our ability to produce in accordance with most de- 
mands. We see no improvement for the first quarter of 
1952, and would not anticipate any relaxation during the 
second quarter.” 


“We have more difficulty in getting copper and cop- 
per by-products than anything else. This has seriously af- 
fected our production, and we expect it to get worse dur- 
ing the next six to nine months.” 


* * * 


“Our vice-president in charge of purchasing has assumed 
personal responsibility for scrap recovery. The result has 
been that we have just about doubled our rate of recov- 
ery of scrap. While it is difficult to identify any specific 
aid that has resulted from this, we are convinced that 
this scrap recovery program has been of assistance to all 
of us.” 


“We see no necessity for the government’s effort to 
stimulate substitution away from copper and copper alloys 
in favor of aluminum and steel, as the planned additional 
copper supply within the next two years should be more 
than ample for any economy level we can visualize. Copper 
demand follows closely the Federal Reserve index of indus- 
trial production of steel, aluminum, and other base metals. 
Based upon availability of 135,000 tons of copper per 
month, the index would have to rise 26% above the 
average for the first half of 1950; and with increased cop- 
per supply to 157,000 tons per month, industrial activity 
would have to increase 47% above the first half of 1950. 
We have presented this argument to the government, and 
hope that it will bear fruit. We might further state that 
there will be ample zinc and lead available to match the 
increased copper supply from new production.” 


Electrical Machinery 


“Without CMP during the fourth quarter of 1951, related 
defense items, such as ours, would have been in trouble 
procuring controlled materials. It has been necessary to 
get directives or special rating in order to procure steel for 
defense items. Without these special priorities, items would 
have been delayed five or six months.” 


“There is no question but that procurement of materials 
is much easier now than it was in the first part of 1951. 
We seem to be pretty well organized for all the materials 
we want, with heavy steel plate and large steel rounds the 
tightest of all. Of course, we have a very good position in 
the gradings of NPA.” 


“It has been more difficult for us to obtain materials 
since CMP. The problem of obtaining the material from 
the supplier has not changed, and getting permission to 
buy it from the supplier through NPA has vastly com- 
plicated the problems of material procurement.” 
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“The operation of CMP has been almost totally wrecked, 
in our opinion, by the issuance of priorities considerably 
in excess of the material available. The material procure- 
ment has been made much more complicated with the ad- 
dition of a great deal of red tape, but the priority when 
received is still only a very poor hunting license.” 


“In general, we are rather optimistic about our own 
material situation, and feel that as the system gets shaken 
down the nuisance and difficulty we are now experiencing 
will be reduced. In the medium long range, copper appears 
to be our only possible source of real trouble.” 


* * * 


“The item that has been the most difficult to obtain is 
centerless-ground aluminum rod. We do not believe, how- 
ever, that our difficulties have actually affected production. 
We have merely had to do more work for the same volume. 
We expect these difficulties to ease up somewhat during 
the next six to nine months.” 


* * * 


“The effect of the material shortages would have been 
far more serious except for the sharp liquidation of inven- 
tories of nonferrous metals that has been taking place. The 
shortage has had a major effect on our ability to meet 
specific delivery dates required by customers. We expect 
the shortage to continue and the effects to be cumulatively 
more serious.” 


“CMP has difficulty in obtaining the proper quotas for 
the electrical industry. This seriously affects production, 
as our production is directly geared to the amount of cop- 
per products that we can obtain for electrical manufacture. 
We are hoping that the government will obtain more for- 
eign copper in the next six to nine months to alleviate the 
present situation.” 


“We feel that before the end of 1953 steel plate and 
heavy shaft will be eased, particularly if we do not have a 
war. If war comes, of course, then all bets are off.” 


* * * 


“I don’t know what kind of program for national scrap 
recovery is best, but I am sure that the only thing that will 
cause people to act is to give some dollar inducement. To 
go through the highways and byways of our land and pick 
up scrap will mean that financial gain for the effort will be 
necessary.” 


Foundries 


“Our allotments have been cut progressively from the 
third quarter through the fourth quarter and into the first 
quarter of 1952. It looks as if this situation may improve 
somewhat during the second quarter of this year, as we 
believe, from our conversations in Washington, that the 
Defense and other Departments have overextended them- 
selves in specifying requirements and are unable to use the 
controlled materials allotted to them.” 


“It has been more difficult to secure materials under CMP 
because of the large amount of detailed paperwork in- 
volved.” 


“Since our economy must support a large defense pro- 
gram, as well as supporting, within certain limits, the civil- 
ian economy, we feel that CMP is the best solution thus 
far developed.” 

* * * 

“The material we have found it most difficult to obtain 
has been steel scrap. While we receive a fair amount, the 
quality at times is almost unusable, materially affecting our 
production. It forces us to resort to double charging to 
get sufficient tonnage per heat per furnace, and is much 
more expensive because of the off-quality of material and 
the extra precautions necessary to meet steel specifications.” 


* * * 


“Alloying materials such as nickel, molybdenum, and alum- 
inum are difficult to obtain, and they in turn do have a 
mild effect on our production. We do not see how it is 
possible for any of these raw materials in serious short 
supply today to ease up in the next six to nine months.” 


* * * 
“The large steel mills could conduct a more intensive 
program of direct mail scrap appeals to their customers. 


Manufacturers of agricultural equipment could do the same 
with farmers.” 


“We have a scrap committee at our plant, which is func- 
tioning in an active and efficient manner. In addition, we 
recently arranged to salvage our foundry dump.” 


Heating and Plumbing 


“In the fourth quarter of 1951 we were able to obtain 
mill acceptances of our orders to a considerably greater 
extent than in the third quarter. Prior to CMP, our steel 
was ordered against quotas set by the mills. This quota 
system is still in effect; and CMP has had little, if any, ma- 
terial effect in raising these quotas.” 


“Everyone now has DO ratings. It is felt that by au- 
thorizing the related DO ratings to purchase materials oth- 
er than controlled materials required for production, such 
materials are thereby being allocated. As a result of the 
abuse of this procedure, such materials are in short supply.” 


* * * 


“Allotments should be more realistic; the quantities al- 
loted were undoubtedly far in excess of mill capacities. In 
many cases the allotments are received too late to allow 
orders to be placed on the mills prior to the lead-time 
deadline required for delivery in the quarter for which 
the material is ordered, and for which the allotment was 
valid. CMP’s requirements of minimum mill tonnage on 
orders of certain products, such as bar and plate, make 
it extremely difficult for us to place our production re- 
quirements against mill quotas. If we receive a mill quota 
for ten tons of bar, and if we need two tons each of five 
different bar products, this regulation makes it possible 
for us to order only two of the required items and in five- 
ton lots. This lowers the quantity of required production 
material, materially reduces the effective use of our allotment, 
results in an accumulation of materials not needed for 
scheduled production, and reduces the amount of this ma- 
terial available to others.” 
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“CMP could more realistically be administered by con- 
fining the handling of controlled materials to direct military 
requirements, rather than attempting to control the entire 


metal economy.” 
* * * 


“We have had the most difficulty in obtaining carbon 
steel quality plate, bar and pipe, and nickel from the allo- 
cated materials list. Lack of these items has very seriously 
affected our production schedule.” 


“Fortunately, the materials shortage has not presented 
a serious or prolonged problem, but it is felt that the cumu- 
lative effect of this situation will be serious if some remedy 


is not provided.” 
* * * 


“From present indications, we do not expect to see an 
appreciable easing of the materials situation in the next few 
months. It is conceivable that the situation will get worse 
before getting better.” 


We have made considerable progress in the conservation 
of scarce materials by the use of substitutes wherever these 
were practical and available. This is a continuing program. 
The scrap recovery program of the steel and nonferrous 
metals industry working in close cooperation with the Scrap 
Institute has produced exceptional results.” 


Industrial Machinery, General 


“We fared poorly in the fourth quarter of 1951 compared 
with the third quarter, because we were unable to place a 
great deal of the steel for which we had received tickets. In 
the third quarter most of our steel was placed and received 
without the aid of CMP tickets.” 


“We had difficulty placing orders of allotments received 
in the fourth quarter because practically all mill schedules 
were filled, as the supplementary allotments were received 
too late from NPA.” 


“CMP has helped to alleviate the material situation. Re- 
sults obtained by us under CMP during the fourth quarter 
were much better than those of the third quarter. We found 
it somewhat easier to obtain materials, although much is 
still to be desired. Some materials have shown improvement 
in availability and delivery, but only because suppliers are 
making deliveries on orders with a rating. In fact, we have 
found that many suppliers will quote only on the basis of 
a priority rating.” 


“Tt is easier for us to obtain material today than it was 
three months ago. Whether this is because of or in spite of 
CMP we cannot say.” 

F * * 

“The plan for quarterly allotments of materials just 
doesn’t fit into a business taking contracts that require two 
years to complete and calling for large tonnages of special- 
ized steel castings. But, having contacted Washington and 
frankly explained our predicament, we found the personnel 
extremely reasonable and understanding. A mutual give- 
and-take in our respective procedures has allowed us to 
comply with their requirements and procure our material.” 
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“Under CMP, the mill tonnage was dislocated, from the 
standpoint that the output of our normal sources of supply 
in some cases were blanketed by CMP tonnage from people 
who normally did not buy from mills or bought from mills 
other than the ones they served their CMP allocations 
against. This situation has since been corrected, however.” 


“We feel CMP is being administered by economists and 
government ‘planners’ who do not have any particular ex- 
perience in industry. We are referring to those in the top 
planning echelons in NPA and DPA, not those in the in- 
dustry divisions. There have been too many instances of 
ill-advised regulations and amendments, or forms issued by 
surprise to industry and to the industry divisions within 
NPA. In WPB days, changes in procedure were usually 
circulated through the industry divisions as a matter of 
seeing if they were practical. The top planners seem to be 
batting along on their own course, according to the way they 
think industry is run or should run, rather than the way it 
does run.” 


“We had difficulty placing orders on the mills owing to 
the broadening of the CMP base, which included a lot of 
industries not so essential as ours in the defense program. 
CMP tries to cover too broad a base, which makes it difficult 


to administer.” 
* * * 


“Copper products under CMP are the most critical. More 
important tonnagewise to us are alloy steels in the types 
that we require for our products, and large-diameter round 
bars, both hot rolled and cold rolled. These have had their 
effect on our production.” 


“Certain alloys—nickel in particular—are difficult to ob- 
tain. We have met this difficulty by careful substitution, 
and expect this sort of shortage to continue.” 


“Our most difficult materials have been mill steel and 
electrical equipment. Between these two we have had to 
set back production schedules four to eight months, vary- 
ing with the particular product and its particular rating. 
We do expect an easing in mill steel during the next six 
to nine months.” 


“Alloy steel, structural steel, carbon plate, carbon bar and 
bearings are most difficult to obtain. Production has not 
been too badly affected. Inventory is affected because some 
parts sit around waiting for the last part to come in. We 
are noticing an easing up on these materials already; this 
may be temporary, but we certainly expect a substantial eas- 
ing up on these materials during the next six to nine months, 
with the possible exception of alloy steel. If these materials 
do ease, it is our sincere hope that NPA will start taking off 


the controls.” 
* * * 


“We do not look for any real relief in the next six months, 
but I do believe that after the second quarter of 1952 there 
will be an easing up on steels, and perhaps stainless with 
nickel content, unless we get into a ‘shooting’ war.” 


* * * 
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“We have drastically curtailed the use of molybdenum in 
our foundry, thus contributing to the conservation of this 
critical alloy. Such conservation has increased our costs, but 
has permitted us to continue our deliveries of a steel satis- 
factory to our customers.” 


“We believe the answer to the scrap problem is to have 
a well-planned national program operated by experienced 
steel men, and perhaps an allocation system to keep the 
supply flowing to the channels where it is needed most.” 


Industrial Machinery, Specialized 

“We believe we are in much better position to secure ma- 
terial under CMP, where steel, copper and aluminum are 
fully controlled, than we would be under any system of par- 
tial control.” 


“Our fourth-quarter CMP allocation represented substan- 
tially the same amount of material as was allocated in the 
third quarter, and it was somewhat easier to place materials 
in the fourth quarter because of the change in rules in re- 
gard to carryover from one quarter to the next.” 


* * * 


“We do not like the government control. We would prefer 
to take our chances in the open market. On the other hand, 
if we must have materials control we think it is probably 
pretty well administered, taking into consideration the tre- 
mendous job of planning and administration in the com- 
paratively short time that the National Production Author- 
ity has been in operation.” 


“The scramble to place CMP rated orders at mill sources 
or other correctly priced manufacturing levels has been, and 
continues to be, a major problem. We have had to use 
foreign and conversion programs at exorbitant costs to keep 
production at the level of the present demands by the mili- 
tary, the defense-supporting, and the essential civilian users.” 


“Tt is our belief that it is possible to make the CMP allo- 
cations work if this plan is continued and given good ad- 
ministration.” 

* * * 

“Really the only difficulty we have experienced has been 
in the matter of brass castings. This has not seriously af- 
fected us up to date, but it is going to.” 


“The lack of alloy steel necessitated curtailing production 
to thé point where certain items were completely out of 
stock. But copper has been and remains the most critical 
item. This continued shortage is being reflected in lost pro- 
duction. Substitutions of less critical materials have been 
made wherever possible, but this only alleviates the extent 
of the production loss.” 

* * * 

“Indications are that the alloy program is pointed toward 
a softening. However, from the best information it appears 
that copper will remain critical throughout the year of 1952, 
and even into 1953. This also appears to be true of nickel 
and molybdenum.” 


“There should be some easing up in structurals in the 
next half year or so. On the other hand, we anticipate more 


difficulty in the future in obtaining copper and products 
which are made with copper or copper alloys.” 


* * * 


“We have required all our operating points, as well as our 
manufacturing plant, to expedite scrap salvage by turning 
over all such material to local scrap dealers. Such scrap re- 
covery has not directly aided us in obtaining materials.” 


Instruments and Controls 


“We fared considerably better during the fourth quarter 
of 1951 than we did in the third quarter, and it has been 
considerably easier for us to obtain material since the ad- 


vent of CMP.” 


“We obtained approximately the same percentage of ma- 
terial requested in the fourth quarter of 1951 as we did in 
the third quarter. We do not believe that there has been 
any change, so far as we are concerned, in the availability 
of material since CMP. We find it no harder and no easier 
to obtain materials.” 

* * * 

“Aside from minor irritations brought about by having 
to keep in constant touch with several sources for material 
allotments within the government, this company has ex- 
perienced no general inconvenience and can only point out 
that the controls themselves are an onerous burden upon our 
operations.” 


“Nickel is the material which we have the most difficulty 
in obtaining, either in relatively pure form or as an alloy, 
and we do not expect any appreciable increase in supply in 
the next six to nine months. This shortage of nickel has in 
many instances seriously affected production in our process 
control installations.” 

* * * 

“As far as copper base products are concerned, we do not 
expect any easing within the.next six or nine months. There 
is some possibility that stainless steel may ease in that 
period of time.” 

* * * 
~ “We have changed our method of producing several items 
to those which use smaller amounts of critical materials. As 
an example, we are making some parts of cast iron where 
before we used an aluminum die casting.” 


Machine Tools 


“In general, the material situation in the machine-tool 
industry has considerably improved over the past several 
months, and any minor material shortages that have devel- 
oped are far overshadowed by our manpower shortage.” 


“During the fourth quarter we were unable to find sup- 
pliers for a considerable tonnage of carbon steel on which 
we had been given allocations. There has been some improve- 
ment in the general availability of materials. However, we 
attribute this more to a fairly general slight decline in busi- 
ness than to the effect of DO ratings.” 


&* 8 


“The weakness in CMP at the moment is an injustice to 
many people in tight spots. It doesn’t appear to us that 
the priorities are properly designed. Certainly those with 
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many activities in an imperative category have difficulty in 
getting the needed priorities.” 


“We believe the CMP has aided us considerably in main- 
taining an operating level consistent with the demand for 
our products. Like other federal programs, CMP is far from 
perfect in its operation. However, it appears that the net 
results are in line with the program’s intent.” 


* * * 


“Diamond wheels, certain carbon steels, and machine 
tools are the materials which have caused us the most diffi- 
culty. Our production has not been seriously affected as yet, 
however. There does not appear to be any immediate 
prospect for improvement in any of these lines.” 


“Because of delayed material deliveries and our inability 
to place orders for critical materials within the requirements 
of our production schedules, we have been forced to revise 
our manufacturing sequences several times; with the result 
of delayed deliveries of our product into the defense effort.” 


* * * 


“After conferring with our suppliers, we are inclined to 
believe that there may be a tightening on materials, prob- 
ably in the third quarter.” 


* * * 


“Tt certainly would be of great value to advise the public 
and industry constantly of the great need for scrap, and to 
keep it flowing as regularly and rapidly as possible into the 
steel mills. There should be no letup of this job, as it is 
highly essential in the making of sufficient steel for the de- 
fense effort.” 


Office Equipment 


“We fared very badly in the fourth quarter of 1951 as 
compared with the third quarter, with a reduction in allot- 
ment of steel amounting to 40%. This caused a radical 
downward shift in our schedules, and release of employees.” 


“Operations under CMP have been very much more sat- 
isfactory than operations under the old DO rating plan 
accompanied by limitation orders such as M-7, M-47, M-5, 
and the like. If we must have economic controls on mater- 
ials, then CMP is the best functioning plan to use, even 
though some of the details of its administration do not 
seem right in certain instances.” 


“I would say that it has not been easier to obtain ma- 
terials since CMP, but we don’t have a basis for comparison; 
and did we not have CMP, it probably would be quite 
difficult to obtain materials.” 

* * * 


“We would like CMP to provide us with allotment 
information early enough so that we could plan efficiently 
in our schedules and eliminate the violent fluctuations which 
are costly in manufacturing and unemployment.” 


“The recent ruling that we can put into production only 
as much material as we are allotted is, we believe, against 
the general policy of material conservation. We feel that 
we should still be able to draw on and reduce our inventory 
beyond the extent to which we have received allotments.” 
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“It has been most difficult for us to obtain copper, and 
even with an allotment it has been difficult for us to obtain 
cold rolled steel and flat stock. Inability to get certain of 
these materials has seriously retarded production of some 
of our best selling items. We think that in the next six or 
nine months there may be an easing up of controlled ma- 
terials.” 


“Our greatest difficulty has been in obtaining a small 
motor which we purchase in limited quantities. This ap- 
pears to be clearing up. Other than that, we have had 
difficulty in obtaining all materials; but because the diffi- 
culty has been evenly spread over the list, it would appear 
to be normal under these conditions.” 


* * * 


“We have been able to avoid production holdups by 
substituting for scarce materials, particularly copper and 
aluminum. We have for over a year been carrying out a 
program of substituting easily obtained materials for those 
materials on the critical list.” 


Railroad Equipment 


“CMP, as far as we are concerned, has been functioning 
quite well, particularly in the last quarter.” 


“Tt appeared that we would be able to get our controlled 
materials more readily in the fourth and first quarters than 
we had in the third quarter, but with the high-level priority 
given orders with A, B, C and E ratings, our position has 
seriously deteriorated.” 

* * * 


“Tt, is our opinion that all suppliers of controlled materials 
should be required to accept tendered ACM orders in the 
order received, regardless of allotment number or symbol. 
We further feel that NPA should rescind the amendment 
restricting the use of inventories beginning with the second 
quarter. In effect, this regulation will freeze inventories 
and work a hardship on companies who would like to pick 
up production which has been lost through strikes, catas- 
trophes, etc.” 


“We believe that there are sufficient quantities of most 
materials available to support the defense program and 
reasonable domestic requirements. The exceptions are nickel 
and some of the lesser-known alloying elements. The ap- 
parent shortages in such things as copper and steel result 
from the inadequate methods used by the federal authorities. 
Political influences play too big a part.” 


“We have experienced difficulty in placing orders with 
our ‘B’ producers even though we manufacture aircraft 
components and railroad equipment. If separate levels of 
ratings are to continue, ‘B’ producers in direct defense and 
defense-supporting industries should have equalization of 
priorities with the ‘A’ producers in the same industries.” 


* * * 
“Materials we have most difficulty in obtaining are nickel 


and molybdenum alloys. It has handicapped us in our pro- 
duction as we have to wait to obtain these alloys.” 
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“The materials we had most difficulty in obtaining were 
machine tools and large sheared milled plates and bars. 
Shortages have materially reduced our production.” 


* * * 


“We do not expect an easing in copper within the next 
six to nine months, but feel that steel and lead will be more 
readily obtainable.” 

* * * 

“In our opinion the present steel industry scrap mobiliza- 
tion committee is doing a magnificent job and should be 
continued. The cooperation of the government with this 
committee would be a great assistance to the scrap recovery 
program.” 


Steel 


“We fared worse under CMP during the fourth quarter 
of 1951 than during the third quarter. The fact that the 
flow of papers and understanding of CMP practices within 
NPA itself were much better has been offset by the fact that 
today’s practice in allocating materials bears little or no 
resemblance to CMP as it was administered during the last 
war. Under the original plan, controlled material producers 
were given production directives for their entire output, and 
were also assured of all of the minor materials needed to 
meet those directives. Today, the allocation of minor ma- 
terials to controlled material producers is completely un- 
related to their production directives.” 


“Procurement during the fourth quarter of 1951 was more 
difficult than during the third quarter. This, however, was 
expected in view of the newness of CMP; and as everybody 
becomes more familiar with the workings of CMP, it is likely 
that various problems which have been encountered so far 


will be resolved.” 
* * * 


“One immediate improvement would be the allocation 
of pig iron. The entire steel industry is regimented, but the 
distribution of its basic material is left entirely to the dis- 
cretion of pig iron producers. With the shortage and up- 
grading of steel scrap, it is natural for the producers of pig 
iron to insure their own operations first. The result is that 
today around Pittsburgh charges contain approximately 50% 
pig iron, while charges on the East Coast average from 20% 
to 25% pig.” 

* * * 

“We are experiencing our greatest difficulty in obtaining 
aluminum, copper and steel scrap. While material shortages 
have not curtailed our operations, we find ourselves in a 
very close, ‘hand to mouth’ situation and we are not al- 
ways able to meet customer requirements as to grade and 
quality. We can see no easing up in the materials mentioned 
during the next six to nine months, but expect to operate 
at 100% of capacity unless we are shut down by a steel 
strike.” 

* * * 

“All methods of keeping before the public the necessity 
of scrap recovery should be used. The present scrap collec- 
tion activity in Service Clubs, 4-H Clubs, Boy Scouts, and 
other organizations, with the proceeds going to such clubs, 
serves to give the problem publicity and could add to the 
sum total of scrap recovery—especially in agricultural areas.” 


NONMETAL INDUSTRIES 


Building Materials and Supplies 


“We were successful in securing materials as readily in the 
fourth quarter as in the third quarter of 1951. The material 
which gave us the most trouble was monel wire cloth, but 
where we could not obtain our full requirements we were 
able to obtain substitutes.” 


“We cannot say it has been easier to obtain materials 
since CMP because we have never had any serious difficulty 
prior to or since CMP. It is working satisfactorily for us. 
Neither have we noticed any recent improvement in avail- 
ability and delivery of materials on DO ratings; in fact, our 
experience indicates deliveries are becoming longer on most 
of our purchases on DO ratings.” 


* * * 


“We believe there has been an improvement in CMP. As 
the analysts in CMP come to understand the problems of 
the applicants, we can expect a more equitable distribution. 
Also, the consumers of the controlled materials are getting 
their records set up to fill out the applications correctly. 
CMP is operating with a very small force, as compared to 
that of World War II, and proper enforcement of regulations 
has not been possible.” 

* * ts 

“Copper products have been very hard to get. Also prod- 
ucts containing nickel have been tight. Stainless steel, we 
understand, will be broken down into those types containing 
nickel and those not containing nickel. This step should 
have been taken by NPA months ago.” 


“Electric motors, copper wire, and some steel items are 
materials which have been slowest in delivery; however, 
they have not hurt: us seriously.” 


* * * 


“It is very difficult to forecast future availability of ma- 
terials, but it is our belief that carbon and alloy steel, cop- 
per and nickel products will continue to be tight in the next 
six to nine months.” 

* * * 

“We have been selling our scrap as rapidly as possible, 
as requested by the government, but are unable to tell 
whether it has had any effect on deliveries.” 


Chemicals 


“Our experience with CMP in the fourth quarter of 1951 
was no better than in the third quarter. The difficulty in- 
volved in the CMP program, as far as our experience may 
prove, is that the metal fabricators are solidly booked up 
with orders into the third quarter of 1952.” 


“We noted some improvement in availability and delivery 
of materials on DO ratings during the early part of the 
fourth quarter of 1951; however, we find today’s market to 
be saturated with DO’s.” 


“We fared rather well during the fourth quarter, being 
granted allocation of all the controlled materials we re- 
quested, and obtaining relatively satisfactory deliveries.” 
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“According to our experience, CMP is a great mistake. 
The only material involved affecting us is aluminum powder 
for use in making aluminum coatings. In most cases these 
coatings are used to conserve other scarce materials, such 
as tin, zinc, etc. This latter fact, and the fact that aluminum 
powder is made from aluminum scrap, seems to have no 
bearing whatever with NPA. They contend there is a short- 
age of aluminum and they have restricted us to a very 
small quantity quarterly. Our regular customers now buy 
all the aluminum coatings they wish from other people who 
apparently are paying no attention to the regulation.” 


“It has not been easier to obtain the materials since the 
controlled materials plan was put into effect. Allotments 
are still only a license to hunt for the materials. Increased 
expediting and buying staffs are required, in addition to the 
priorities people and expanded stenographic units. Suppliers’ 
orders and their suppliers’ orders must be followed closely in 
order to secure final delivery.” 


* * * 


“Fabricated structural or plate carbon steel, nickel bear- 
ing stainless steel and copper wire are the most difficult of 
the controlled materials. By having the proper allotments or 
ratings and the good will of our suppliers, plus intensive 
buying and expediting efforts, it has been possible to obtain 
the requirements without serious interference with produc- 
tion schedules.” 


“We have had difficulty in obtaining copper, stainless 
steel, products made of aluminum, structural steel, nickel, 
and major electrical equipment. The scarcity of these ma- 
terials has caused delays and postponements in carrying out 
our construction program, and in repairs of machinery and 
equipment.” 

* * * 

“T quote from the third letter we have sent in recent 
weeks to all our plants: “The steel scrap situation is desper- 
ate. Furnaces are being shut down because of insufficient 
supply. Steel salesmen are now visiting plants in their terri- 
tories asking management to take them on a plant tour to 
bring out anything overlooked in earlier cleanups. Will you 
take another look for any hidden scrap at your plant?’ ” 


Food Products 


“During the fore part of the third quarter of 1951, there 
were a few instances whereby it was not too easy to obtain 
some of the critical metals, but this condition eased consid- 
erably in the latter part of the quarter, and followed on 
through the last quarter. The ease of procuring the metals 
during this period, I believe, is owing to the use of the CMP 
rating.” 


“In many cases, it is no longer a question as to whether 
a DO rating will speed up a delivery, but either we must 
issue a rating or the vendor will not promise any reasonable 
delivery date. With ratings available to almost all pur- 
chasers, we have not noted any improvement in the delivery 
of orders bearing a rating.” 


+ +* * 


“The government has issued more allotments than the 
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total material capacity available. This has been set too 
high, with the result that some allotments are worthless. 
Allotments for each quarter should also be returned to pro- 
ducers as far in advance of the particular quarter as possible. 
The influx of all the government controls has certainly 
caused additional expense for companies in the administra- 
tion of these controls and in the personnel needed to supply 
the government with numercus and lengthy reports, es- 
pecially with regulations in constant change.” 


“We believe it would be helpful to grant essential indus- 
tries ratings that would enable them to secure materials re- 
quired to maintain production ahead of less essential indus- 
tries.” 

* * * 

“We have difficulty in obtaining monel and stainless steel, 
and they play an important part in our manufacturing pro- 
cess; but we have found illium to serve the same purpose, 
though more expensive. Therefore, our production has not 
been affected.” 


“We have experienced difficulty in placing orders for 
stainless steel, even though we have the authorized allot- 
ment available. This is owing to the fact that mill schedules 
were full for the particular quarter in question and it is 
apparent that the ‘Attrition Factor’ was set too high by 
NPA.” 

* * * 

“We have advised all of our plants to accelerate their 
scrap recovery and materials conservation programs as a 
constant feature of our business. These actions have had no 
substantial effect on the materials situation.” 


Paper Products 


“Our position under CMP during the fourth quarter of 
1951 was substantially the same as during the third quarter. 
It has been no easier to obtain materials since CMP became 
effective. Consequently, the only suggestion we can make 
for improvement of CMP as currently administered is that 
it be discontinued.” 


“The purchase of the controlled materials since CMP 
went into effect has been somewhat easier than immediately 
preceeding the start of CMP, but this may be at least 
partially due to an easing of demand by a number of in- 
dustrial companies during the latter part of 1951.” 


* * * 


“Our suggestion for improvement of CMP is a more active 
educational program to alleviate misunderstanding of regu- 
lations on the part of some manufacturers and distributors. 
A system of issuing directives to copper wire manufacturers 
would eliminate a shortage of larger wire and cable, in that 
the majority of manufacturers are producing smaller sizes 
of copper wire, whereas industry cannot obtain delivery of 
larger sizes in the quarters for which they receive allot- 
ments.” 

* * * 

“We have had the most difficulty in obtaining stainless 
steel and monel, both Class A and Class B products, copper 
wire, electric motors in larger sizes, electrical equipment in 
general, steel strapping, roller and conveyor chain and wire 
cloth.” 
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“Tt is our estimate that there will be a general easing on 
nickel stainless steel, nickel, copper and most electrical equip- 
ment during the next six to nine months barring major 
increases in the requirements for direct military purposes.” 


* * * 


“Qur scrap program is being carried out under the di- 
rection of the central plant engineering department, with 
emphasis on the determination of obsolete equipment for 
parts that might be scrapped, in addition to regular scrap 
generated by the machine shop. There has been no direct 
aid in securing materials as a result of the scrap recovery 
program.” 


Petroleum 


“We fared slightly better under CMP during fourth 
quarter 1951 than during the third quarter: i.e., we received 
more allotment ‘tickets’ during the fourth quarter—but 
they came in late, and we had considerable difficulty in 
cashing them. In fact, a number of them were of no use to 
us whatsoever.” 


“Today deliveries of many components, such as pumps, 
compressors, and motors, are lengthening rather than improv- 
ing; and, as nearly all industry is entitled to some form of 
DO rating, its extension does not particularly improve the 
delivery situation.” 


“During the fourth quarter of 1951 we find our operations 
more delayed by CMP regulations than during the third 
quarter. This is because promised deliveries from vendors 
are being delayed and in some cases canceled, presumably 
because of CMP directives.” 


* * * 


“The CMP system should be more flexible. For example, 
in the case of foreign requirements, we have been offered 
almost 2,000 tons of steel which were available from the 
mills due to cancellations or changes in rolling schedules, 
and we were unable to obtain any allotments because the 
books were closed and no tickets were available. This was 
the type of situation where a mill was willing to sell a 
product to legitimate users, and in some instances was really 
anxious to do so, but the system of controls prevented such 
a transaction because the bookkeeping did not agree with 
the facts.” 


“We have no criticism of the operations of Petroleum 
Administration for Defense, which is our claimant agency. 
In fact, we feel that this agency, which is composed of men 
active in the petroleum industry, is doing an excellent job. 
Full and prompt consideration has been given to all of our 
requests, and only a few construction jobs have been held 
up, pending more information regarding their essentiality.” 


“We believe CMP operated a little more smoothly in the 
fourth quarter than it did in the third. That was to be 
expected, as the machinery was not completely set up before 
the beginning of the third quarter. We have no suggestions 
for the improvement of CMP. It is not perfect, but prob- 


ably should be given a chance to function without continual 


alterations.” 


“The materials which we have the most difficulty in ob- 
taining are steel in all forms and nonferrous alloys, such as 
copper, nickel and other alloys. These metals shortages have 
adversely affected our ability to secure such essential items 
as tankage, machinery, copper wire, and electrical equip- 
ment.” 


“Materials most difficult to obtain are tubular goods and 
any product containing copper. This has affected new con- 
struction more than it has reduced production. We expect 
some easing up in steel products toward the latter part of 
1952, but not copper.” 

* * 

“Our production has not been affected too seriously, be- 
cause we have bought American conversion and foreign 
material at premium price to offset reduction in tonnage 
from regular sources at regular prices.” 


* * * 


“There has been some improvement in availability of 
certain items, principally steel sheets. Steel pipe, structural 
shapes, plates and copper are still in short supply. It is 
still difficult to get rated orders placed. Of course, mills 
will not accept unrated orders for controlled materials.” 


“It is our belief that the shortage in copper will not ease 
until manufacturers are in a position to purchase raw copper 
in foreign markets. Our difficulties in obtaining pipe and 
oil country tubular goods are caused primarily by govern- 


ment restrictions.” 
* * * 


“We have had a policy for years of disposing of scrap as 
rapidly as it accumulates. We have not been aided by the 
collection of scrap in obtaining material.” 


Textiles 


“In the textile business there are few, if any, shortages, 
and our operations under CMP have been extremely limited. 
The only difficulty we have had is in obtaining steel for the 
construction of new plants.” 


“We. have been able to obtain such controlled materials 
as we need through the use of the rating assigned for MRO 
—maintenance, repairs and operating supplies.” 


“Our experience has been limited entirely to MRO and, 
latterly, with CMP Regulation 5. We have consistently 
been able to live within our quotas, and in one instance only 
did we have to-apply for an increase in quota because of 
a surprise delivery by a parts manufacturer of our entire 
order for replacement parts.” 
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“Tron and steel bars are our most difficult items to obtain. 
However, we use them only as maintenance, repair and op- 
erating supplies. Therefore our production has not been ma- 
terially affected.” 
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“We have always recovered as much scrap as possible and 
conserved materials as much as we could. The program in- 
stituted in World War II, of getting scrap back into trade 
channels as quickly as possible, continues in operation.” 
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